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The Council on Postsecondary Education met Friday, February 10, 2012, at 9 a.m.
at the Council on Postsecondary Education in Frankfort, Kentucky. Chair Pam Miller
presided.

Ms. Miller welcomed everyone to the meeting.

The following members were present: Glenn Denton, Dan Flanagan, Joe Graviss,
Dennis Jackson, Nancy McKenney, Pam Miller, Donna Moore, Kirby O’Donoghue,
Lisa Osborne, Marcia Ridings, Jim Skaggs, and Joe Wise. Terry Holliday and Joe
Weis did not attend.

The minutes of the November 10 meeting were approved as distributed.

Ms. Miller read a resolution honoring and commending Governor Patton for his

service to the Council. Governor Patton resigned from the Council in December
2011.

MOTION: Mr. Flanagan moved that the resolution be adopted. Ms. Osborne
seconded the motion.

VOTE: The motion passed.

The Nominating Committee recommended that Pam Miller be elected as chair and
Dan Flanagan be elected as vice chair to serve a term ending January 31, 2013.

MOTION: Mr. Denton moved that the recommendation be approved. Mr. Graviss
seconded the motion.

VOTE: The motion passed.

Dr. John Hayek, CPE’s senior vice president for budget, planning, and policy, and
Dr. Heidi Hiemstra, CPE’s assistant vice president for information and research,
provided an update on the 2011 Postsecondary Education Draft Accountability
Report. The accountability report will be the first one based on the Stronger by
Degrees Strategic Agenda. The report will provide an overview of progress made in
the first year of the plan and highlights steps being taken to move the Strategic
Agenda forward. The final publication is expected at the end of February.

Dr. Randy Dunn, MuSU'’s president, provided the Council an update on MuSU’s
progress.

Dr. Eli Capilouto, UK’s president, provided the Council an update on UK’s progress.
Regarding the Lung Cancer Research Board, Mr. Graviss asked Dr. Capilouto to

assist with sharing data on research funding to medical and health fields in order to
help change behavior of Kentuckians.



CPE PRESIDENT'S A written report from Mr. King was distributed. Highlights of his report include:
REPORT TO THE

COUNCIL e University of Pikeville Study — The Finance and Administration Cabinet has

awarded a contract to the National Center for Higher Education
Management Systems (NCHEMS) of Boulder, Colorado, to conduct a study
of the University of Pikeville.

The contract requires NCHEMS to analyze the following areas:

0 The extent of postsecondary need in the region (southeastern
Kentucky).

0 The existing capacity of the University of Pikeville to meet the region’s
needs, along with its financial capacity, including matters pertaining to
debt, post-retirement benefit liabilities, endowment management,
physical resources, technology utilization, student-support capacities,
workforce issues, strategic planning, and accreditation.

0 Additional resources that might be necessary.

0 The impact of a public University of Pikeville on other public
institutions.

0 How a public University of Pikeville might affect The Postsecondary
Improvement Act of 1997 (HB 1).

0 The identification of other options, i.e., alternative approaches to
address the higher education needs of the region.

Staff from NCHEMS spent several days in Frankfort meeting with elected and
appointed officials from both the executive and legislative branches as well
as higher education leaders. Staff from NCHEMS has also met with
University of Pikeville officials and community leaders in Pikeville.

The contract calls for a report to be provided to the Governor by March 15.
Mr. King stated the Council may hold a special meeting in March to review

the report in order to provide a recommendation on behalf of the Council to
Governor Beshear.

e Revisions to Council’s Admissions Regulation now in effect — 13 KAR 2:020,
the Council’s admission regulation, was revised to reflect the newly aligned
standards and performance indicators and the change in minimum high
school graduation requirements. The revisions to the regulation will take
effect fall 2012. The revised regulation reflects the new academic standards
and learning outcomes that indicate readiness for credit-bearing English,
mathematics, and reading intensive courses and a set of common college
readiness indicators for the three subject areas. These indicators will be used
by K-12, adult education, and all public postsecondary institutions as
intervention programs and postsecondary bridge and transition programs are
designed.

e National Forum — Kentucky has been acknowledged as a national leader in
education reform with the process being used to implement the Common
Core State Standards. With sponsorship from national and local leaders in
education, the Council is hosting a national forum in Louisville, February 27-
29 at the Louisville Marriott Downtown. Architecture for Implementing the
Common Core Standards: Strategies, Partnerships, & Progress will build next
steps for Kentucky and highlight college and career readiness strategies and
implementation of the common core standards in elementary, secondary,
and postsecondary education.



In addition to attendees from all Kentucky public and private higher
education institutions and the P-12 leadership networks, there are
participants from 16 states, including the higher education leaders from the
assessment consortia and eight national organizations focused on improving
education. The audience for this event encompasses the P-20 continuum and
includes presidents of universities, deans, faculty, superintendents, K-12
teachers, school leaders, and policy makers.

Student Success Summit — The Council will host a Student Success Summit on
April 2-3 at the Louisville Downtown Marriott. Speakers include nationally
known student success experts, including George Kuh, Joe Cuseo, Larry
Abele, and Tom DeWit. Workshop sessions will focus on the first year
experience, high-impact educational practices, and closing the achievement

gap.

Education and Labor Market Study — The Council was recently awarded a
small grant from the National Governor’s Association to produce a report
and stimulate a statewide discussion among policy leaders looking at gaps
between current and projected labor market needs and degree production,
especially in high-wage and high-demand fields and other areas linked to
economic growth and community. This project is consistent with strategy 7.1
of Stronger by Degrees, which is intended to strengthen and expand
partnerships with business, industry, government, nonprofit, and other
educational entities to meet Kentucky’s workforce and community needs. The
study will be conducted by MGT of America, headquartered in Tallahassee,
Florida, and is scheduled to be completed by the summer of 2012.

Kentucky Delivery Network — The Council staff, working in collaboration with
institutional representatives at EKU, KCTCS, KSU, MoSU, and NKU and staff
from the U.S. Education Delivery Institute (EDI), launched the Kentucky
Delivery Network in January 2012. EDI is a non-profit organization, based in
Washington, D.C., that helps translate postsecondary education system
reform goals into improved student outcomes. EDI adapts and applies a
proven performance management approach known as “Delivery.” It was
pioneered by Sir Michael Barber with his work for Prime Minister Tony Blair in
the United Kingdom. Kentucky’s Delivery Network is a voluntary support
structure and forum for institutional representatives to increase the rigor of
their strategic implementation processes in order to achieve the institutional
performance targets by 2015.

GEAR UP Kentucky Student — Joshua Sparks, a GEAR UP Kentucky student
and a graduate of Eastern Kentucky University, will address approximately
1,100 education professionals as the featured luncheon speaker of the 2012
NCCEP-GEAR UP Capacity-Building Workshop in New York City, on
February 12-15. The workshop is designed and coordinated by the National
Council for Community and Education Partnerships (NCCEP) and planned in
conjunction with the U.S. Department of Education for the GEAR UP
(Gaining Early Awareness and Readiness for Undergraduate Programs)
program. Josh will share his perspective on how participating in the GEAR
UP Kentucky program helped him become a college graduate. Josh
graduated in May 2011 after four years at EKU, during which time he
participated in an internship at the Department of the Treasury in
Washington, D.C., studied in London for a semester, and was deeply
involved in numerous student organizations. After graduation, he studied
sociology at the University of Toronto and is currently pursuing a master’s
degree in statistics at George Washington University, with plans to pursue a
doctorate in mathematics.
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Josh is a graduate of the first GEAR UP program (2000-06). The Council is
working to collect data and identify other GEAR UP students from the first
grant that have successfully graduated from college. This spring, a
comprehensive report will detail the results of the second GEAR UP program
(2005-11), which recently graduated its first high school cohort.

The website presentation was postponed to the April Council meeting due to the
website being down with the vendor, CollegeSource Inc.

Dr. Hayek said the proposed tuition and fee policy is the same policy used in the
2011-12 process. The fundamental objectives of the tuition policy include funding
adequacy, shared benefits and responsibility, affordability and access, attracting and
importing talent, and effective use of resources.

Dr. Hayek said that the Special Use Fee Exception Policy approved by the Council in
2011 has been included as part of the tuition policy.

It is anticipated that the Council will take action on recommended tuition parameters
at the April 20 meeting and approve each institution’s proposed tuition and
mandatory fee rates at the June 21 meeting.

Mr. Denton requested details on college affordability in the current environment to
determine if a tipping point has been reached in regards to college affordability.

Mr. King said that he recently met with the Student Government Association
presidents and shared financial details in regards to tuition. He stated that he will
meet again with the SGA presidents prior to the Council taking final action on the
tuition rates for 2012-13.

MOTION: Mr. Graviss moved that the proposed tuition and fee policy be approved.
Ms. O'Donoghue seconded the motion.

VOTE: The motion passed.

Dr. Hayek and Dr. Bill Payne, CPE’s senior associate for finance, provided an update
on the Special Use Fee Policy implementation. The update included responses to
questions posed by Council staff to each institution that received approval for a
special use fee exemption in 2011 - Morehead State University, Northern Kentucky
University, the University of Louisville, and Western Kentucky University.

Based on the institutional responses, students at every campus continue to fully
support their respective special use fees.

Mr. Sherron Jackson, CPE’s associate vice president for finance, presented the
recommendation that the Council approve the request of Kentucky State University to
renovate the interior of the Atwood Research Building with $2,000,000 of Land
Grant Program funds (USDA).

Kentucky State University proposes an interior renovation of the Atwood Research
Building using $2,000,000 of funds from the federal land grant program. The
expenditure of the funds is permitted per federal regulation, NARETPA § 1445(a)(3),
which specifically allows research formula funds to be used for the construction and
repair of buildings necessary for conducting agricultural research. The project scope
is $2,000,000. The project was approved by the Kentucky State University Board of
Regents at its January 27, 2012, meeting.



CONSTRUCT
UK/NICHOLASVILLE
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UNIVERSITY OF
KENTUCKY
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UNIVERSITY OF
KENTUCKY

Atwood Research Building is located on the Kentucky State University main campus
at 400 East Main Street in Frankfort, Kentucky, and is the university’s primary
biological research facility. The renovation will replace the obsolete and inefficient
heating, ventilating, and cooling system which has exceeded its functional life and is
now experiencing significant problems. The project will repair and redesign the
interior spaces to better match the current needs of the biology department.
Approximately 10,000 of 26,585 total square feet will be addressed in the
renovation. The project is scheduled to be completed by summer 2013.

MOTION: Mr. Flanagan moved that the recommendation that the Council approve
the request of Kentucky State University to renovate the interior of the Atwood
Research Building with $2,000,000 of Land Grant Program funds (USDA) be
approved. Mr. Graviss seconded the motion.

VOTE: The motion passed.

Mr. Jackson presented the recommendation that the Council approve the request of
the University of Kentucky to construct the UK/Nicholasville Road flood mitigation
project with $6,012,000 of grant funds from the Federal Emergency Management
Agency (FEMA) and the in-kind value $2,004,000 of 3.6 acres of UK property
designated for the project by the university. The project scope is $8,016,000. The
University of Kentucky Board of Trustees approved the project at its December 13,
2011, meeting.

The University of Kentucky recently undertook a Storm Water Model study of
approximately 39,000 feet of conduits and open channels in the Town Branch and
Wolf Run watersheds on campus. This model study was used as the basis for a FEMA
grant application, which the university was successful in obtaining. The project is
scheduled to be completed by spring 2013.

MOTION: Ms. O'Donoghue moved that the recommendation that the Council
approve the request of the University of Kentucky to construct the UK/Nicholasville
Road flood mitigation project with $6,012,000 of grant funds from the Federal
Emergency Management Agency (FEMA) and the in-kind value $2,004,000 of 3.6
acres of UK property designated for the project by the university be approved. Ms.
Moore seconded the motion.

VOTE: The motion passed.

Mr. Jackson presented the recommendation that the Council approve the request of
the University of Kentucky to renovate/upgrade the Softball Complex with
$7,500,000 of private funds from the university’s Department of Athletics. The
project scope is $7,500,000. The University of Kentucky Board of Trustees approved
the project at its December 13, 2011, meeting.

The University of Kentucky Athletics facility plan calls for the softball facilities to be
renovated, including the locker, shower, restroom, and lounge facilities. The
proposed project will include the following related renovations and upgrades: the
locker area for umpires; team equipment storage; additional seating along both
lines; new press box which may have the ability to service the soccer field as well as
the softball field; and other amenities as deemed feasible. The softball fields are not
included in this renovation project.



PH.D. IN CLINICAL
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OF KENTUCKY

M.A. IN
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EASTERN KENTUCKY
UNIVERSITY

The project will allow the university to host the 2013 Southeastern Conference (SEC)
Softball Tournament as requested by the Southeastern Conference. With the
improvements, the softball complex will meet all requirements of the conference. The
project is scheduled to be completed by spring 2013.

MOTION: Mr. Jackson moved that the recommendation that the Council approve
the request of the University of Kentucky to renovate/upgrade the Softball Complex
with $7,500,000 of private funds from the university’s Department of Athletics be
approved. Mr. Flanagan seconded the motion.

VOTE: The motion passed.

Dr. Melissa Bell, CPE’s director of student success, presented the recommendation
that the Council approve the proposed Ph.D. program in Clinical and Translational
Science (CIP 51.1401- Medical Scientist) at the University of Kentucky.

The Ph.D. in Clinical and Translational Science (CTS) program is designed to
improve the health of the citizens of Kentucky and the nation by training professionals
with terminal professional health care degrees to conduct clinical and translational
science research. CTS is an academic discipline that focuses on acceleration of the
translation of basic science advances to tangible improvements in public health.

The program includes a curriculum providing education in: (1) the core
competencies of CTS; (2) advanced interdisciplinary education and research training
tailored to the research interests and career objectives of individual students; and (3)
mentored research training.

The University of Kentucky has significant strength in its existing health-related
graduate programs and associated curricula addressing key academic content areas
of relevance to clinical and translational science (e.g., Nursing, Pharmacy Practice
and Science, Health Sciences, Rehabilitation Sciences, and Epidemiology and
Biostatistics).

MOTION: Ms. Ridings moved that the recommendation that the Council approve
the proposed Ph.D. program in Clinical and Translational Science (CIP 51.1401-
Medical Scientist) at the University of Kentucky be approved. Ms. Osborne seconded
the motion.

VOTE: The motion passed.

Dr. Bell presented the recommendation that the Council approve the M.A. in
Mathematics (CIP 27.0101 — Mathematics, General) proposed by Eastern Kentucky
University.

Eastern Kentucky University proposes a master’s degree program in mathematics that
is designed for certified high school teachers who wish to broaden their knowledge of
the mathematics related to the field in which they teach. The program will also
provide the necessary mathematical content for certified teachers to teach dual-credit
courses at the secondary level, instruct at a postsecondary institution, or serve as a
Mathematics Specialist.



2012 LEGISLATIVE
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SUMMARY

The proposed degree contains two options: Secondary Mathematics and
Mathematics Specialist. The first option, Secondary Mathematics, includes 18
graduate hours of mathematics content, nine hours of mathematics application, and
three hours for the graduate thesis. The second option, Mathematics Specialist,
includes 12 hours of mathematics content, nine hours of mathematics application,
six hours of electives, and three hours for the graduate thesis.

The faculty members who have created this program have done so in coordination
with local school districts, as part of an integrated approach to solve the region’s
difficulties in STEM+H areas. Because this degree targets secondary school
teachers, EKU believes this is one prong in an integrated approach to strengthening
math skills in the region and encouraging high school students to pursue math or
STEM+H fields when they enter the university.

MOTION: Dr. McKenney moved that the recommendation that the Council approve
the M.A. in Mathematics (CIP 27.0101 — Mathematics, General) proposed by
Eastern Kentucky University be approved. Ms. Osborne seconded the motion.

VOTE: The motion passed.

Ms. Lee Nimocks, CPE’s chief of staff, and Mr. Ron Carson, CPE’s senior fellow and
legislative liaison, provided a report on actions related to postsecondary education
resulting from the 2012 legislative session.

Dr. Hayek provided a summary report of the 2012-14 executive budget
recommendation released by Governor Beshear on January 17, 2012.

Highlights from the summary included:

¢ Includes no revenue from new taxes or expanded gaming.

e Proposes cuts to most state agencies of 8.4 percent in FY13 and straight-lined
budgets in FY14.

e Some priority areas were increased (state employee retirement and health
insurance, Corrections, Medicaid, Pre-school) or exempted from cuts (SEEK,
Student Financial Aid, Veterans’ Affairs). Some areas received a smaller
reduction than the 8.4 percent (K-12 Non-SEEK, Education and Workforce,
Justice and Public Safety, Postsecondary Education).

e Recommends a 6.4 percent General Fund reduction in FY13 and a straight-lined

budget in FY14 for institutional operations.

Includes GF debt service for $25 million in asset preservation/renovation.

Includes one state supported capital project at Murray State University.

Allows the institutions to fund $451 million in capital projects with agency bonds.

Maintains funding (including tuition increases) for 164 veterinary spaces and 44

optometry spaces in the Contract Spaces Program.

e Proposes an 8.4 percent reduction to all other areas of CPE’s Agency Budget in
FY13 and straight-lines the budget in FY14.

Debt service of $629,000 in FY13 and $1,887,000 in FY14 is included in the
Physical Facilities Trust Fund to support $25 million for postsecondary education
asset preservation/renovation capital projects.

e Includes $1,558,500 in both FY13 and FY14 to support SB 1 (2009)
implementation.

e Dedicates 100 percent of the value of the lottery revenues for student financial

aid.



e Fully funds the KEES program at $101.7 million in FY13 and $102.5 million in
FY14.

e Funds Kentucky’s need-based financial aid program, the College Access
Program (CAP), at $58.9 million in both FY13 and FY14. (Funding in FY12 is
$60.6 million.)

o The Kentucky Tuition Grant (KTG), need-based aid specifically for students who
attend independent colleges and universities, is funded at $31.6 million in both
FY13 and FY14. (Funding in FY12 is $32.5 million.)

2012 DEGREE Dr. Rana Johnson, CPE’s chief diversity officer, provided an update on the 2011-15
PROGRAM ELIGIBILITY  Kentucky Public Postsecondary Education Diversity Policy and Framework for
Institutional Diversity Plan Development 2012 Degree Program Eligibility.

The assessment is an annual report card that describes institutional success in
implementing strategies to achieve the objectives of the 2011-15 Kentucky Public
Postsecondary Education Diversity Policy and Framework for Institutional Diversity
Plan Development.

Based on the success in enrolling and retaining a diverse group of students and
employing a diverse workforce, the majority of Kentucky’s public postsecondary
institutions qualify for the most favorable category of eligibility under KRS
164.020(19). Eight universities and 11 community and technical colleges qualify for
automatic status in 2012.

All eight universities are automatically eligible to propose new degree programs. Two
universities, Eastern Kentucky University and the University of Kentucky, showed
progress on all objectives. Morehead State University, Murray State University, the
University of Louisville, and Western Kentucky University showed continuing progress
on seven of eight objectives. Kentucky State University and Northern Kentucky
University showed progress on six objectives.

In the Kentucky Community and Technical College System, 11 institutions are
automatically eligible to propose new degree programs in 2012. Five KCTCS
institutions must request a waiver of the requirements of KRS 164.020(19) to be
eligible to offer new academic programs in 2012. Three institutions showed
progress on each of the six objectives. Three made progress on five objectives and
five showed continuing progress on four of six objectives.

After review of the evaluation results by the Committee on Equal Opportunities, the
degree program eligibility status reports will be forwarded to the institutional
presidents.

GEAR UP KENTUCKY Dr. Aaron Thompson, CPE’s senior vice president for academic affairs, provided an
UPDATE update on GEAR UP Kentucky.

In September 2011, the Council on Postsecondary Education received a $26.9
million grant award over six years from the U.S. Department of Education for GEAR
UP (Gaining Early Awareness and Readiness for Undergraduate Programs), an
initiative to support college readiness outreach and strengthen postsecondary
partnerships. Kentucky was one of only 19 states to receive a new award in 2011 out
of the 47 existing GEAR UP states. This is the third state GEAR UP grant the Council
has received and is referred to as GEAR UP Kentucky 3.0 (GUK 3.0). Earlier awards
were $10 million (2000) and $21 million (2005).



COMMISSIONER OF
EDUCATION REPORT

CPE COMMITTEE
APPOINTMENTS

The GUK 3.0 project has been designed to support the shared goals of the GEAR UP
program, the CPE Strategic Agenda, the Unified Strategy for College and Career
Readiness, and Kentucky’s landmark college readiness legislation, Senate Bill 1 (SB
1) to increase graduation rate and postsecondary enrollment and reduce the need
for remediation at the postsecondary level. Each GUK 3.0 objective has been

designed to promote specific actions and outcomes in line with each of the three
national GEAR UP goals.

GUK 3.0 will provide services for 29 middle schools located in rural areas, with a
few exceptions in the northern Kentucky, Lexington, and Louisville urban regions.
Using the cohort model, GUK 3.0 will serve approximately 10,000 students in three
cohorts over the project period by providing direct services for students and parents,
school improvement services, and statewide services.

The prior GEAR UP program continues today through an extension of funds that will
end August 2012. A full six-year report will be available late spring, which will detail
the impact of GEAR UP on the schools it served, describe collaborations and
partnerships to increase college readiness by service regions, and report the findings
of two independent evaluations of the program.

Commissioner Holliday was not available to attend the February10 meeting but did
provide a written report included in the agenda book.

Ms. Miller appointed members to the Council’s executive committee. The
membership of this committee consists of the Council chair and vice chair plus three
additional members appointed by the chair. The three appointed members serve
one-year terms, ending January 31 of each year.

Ms. Miller appointed Glenn Denton, Joe Graviss, and Jim Skaggs.

Ms. Miller reported that she has made the following appointments and
reappointments to the CPE’s Committee on Equal Opportunities:

e Appointments: Ms. Kim Barber to serve a four-year term, Mr. Arthur Lucas to
serve a four-year term, Ms. Joanne Bland to serve a two-year term, Mr. Juan
Castro to serve a two-year term, and Mr. Willis Polk to serve a two-year term.

e Reappointments: Mr. David Welch to serve a four-year term, Mr. Wendell
Thomas to serve a four-year term, and Mr. Jerome Bowles to serve a two-
year term.



REPORTS FROM Ms. Miller called attention to the reports from the institutions included in the agenda
INSTITUTIONS book.

NEXT MEETING The next Council meeting is April 19-20 at the University of Kentucky in Lexington,
Kentucky.
ADJOURNMENT The meeting adjourned at 11:50 a.m.

-

RoBert L. KiAg
CPE Presjdent
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Tammie L. Clements
Associate, Executive Relations







REVISED AGENDA
Council on Postsecondary Education
Friday, February 10, 2012
9:00 a.m.
CPE Meeting Room A, Frankfort, Kentucky

Welcome

Roll Call

Approval of MINUIES ...oooiiiiiii 1
Resolution

ACTION: Election of CPE Chair and Vice Chair ........ccooiiiiiiiiiiiiiiieieeee e 15

Strategic Agenda Presentation

1.

2011 Performance Update and Draft Accountability Report ..................co 13

Performance Presentations

2.
3.

Murray State University
University of Kentucky

Action and Information ltems

4. CPE President’s Report to the Council

5. KnowHow2Transfer Website Presentation ............cccooooiiiiiiiiiiiiii e 17
6. ACTION: 2012-T3 TUHON PONCY ©.vvviiiiiiiiiiiiiiiiiiieeeeee 19
7. Special Use Fee Implementation Update ..........coooiiiiiiiiiiiiiiiiiiiiiieeeeeeeee 65
8. ACTION: Interior Renovation of Atwood Research Building, Kentucky State University ...... 77
9. ACTION: Construct UK/Nicholasville Road Flood Mitigation, University of Kentucky ........ 79
10. ACTION: Renovate/Upgrade Softball Complex, University of Kentucky ............ccccvvvvvenne 81
11. ACTION: Ph.D. in Clinical and Translational Science, University of Kentucky ................... 83
12. ACTION: M.A. in Mathematics, Eastern Kentucky University ............cccccovviiiiiiiiiiiiiiiiiinnn, 85
13. 2012 Legislative Session Update .......cceeeiiiiiiiiiiiiiieeee e 87
14. 2012-14 Executive Budget Recommendation Summary ...........ccccvvviiiiiiiiiiiiiiiiiiiiiiiie, 89
15. 2012 Degree Program Eligibility ...........oueiimiiiiiiiiiiiiiiiiiiie 123
16. GEAR UP Kentucky UpAaIe .......eveiiiiiiiiiiiiiiiiieeeee 127
17. Commissioner of EAUcation REPOI ..........uuiiiiiiiiiiiiiiiiiiiiiiiee 129
18. CPE Committee APPOINTMENTS ....uiiiiiiie et 133
Reports from the INSHIUTIONS L....uveeeiiii e 135

Other Business

Next Meeting — April 19-20, 2012, University of Kentucky

Adjournment

* A lunch break will be taken midway through the meeting (lunch provided for CPE members only).
CPE meeting materials are available on the Council website at http://cpe.ky.gov/about/cpe/meetings/.



http://cpe.ky.gov/about/cpe/meetings/




Council on Postsecondary Education
February 10, 2012

Election of CPE Chair and Vice Chair

The Nominating Committee will present the slate of officers to serve until January 31, 2013,
for consideration by the full Council.

Staff preparation by Tammie Clements



Council on Postsecondary Education
February 10, 2012

2011 Postsecondary Education Accountability Report

A working draft of the Council’s new annual accountability report, the first one based on the
Stronger by Degrees Strategic Agenda, will be discussed with the Council at its retreat on
February 9 and will be shared at the beginning of the meeting on February 10. The report
provides an overview of progress made in the first year of the plan and highlights steps being

taken to move the Strategic Agenda forward. The final publication is expected at the end of
February.

Staff preparation by Heidi Hiemstra

13
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President’s Report to the
Council on Postsecondary Education

Robert L. King — February 10, 2012

University of Pikeville Study — The Finance and Administration Cabinet has awarded a contract to the National
Center for Higher Education Management Systems (NCHEMS) of Boulder, Colorado, to conduct a study of the
University of Pikeville.

The contract requires NCHEMS to analyze the following areas:

e The extent of postsecondary need in the region (southeastern Kentucky).

e The existing capacity of the University of Pikeville to meet the region’s needs, along with its financial
capacity, including matters pertaining to debt, post-retirement benefit liabilities, endowment
management, physical resources, technology utilization, student-support capacities, workforce issues,
strategic planning, and accreditation.

e Additional resources that might be necessary.

e The impact of a public University of Pikeville on other public institutions.

e How a public University of Pikeville might affect The Postsecondary Improvement Act of 1997 (HB 1).

e The identification of other options, i.e., alternative approaches to address the higher education needs of
the region.

Staff from NCHEMS spent several days in Frankfort last week meeting with elected and appointed officials from
both the executive and legislative branches as well as higher education leaders. This week, staff from NCHEMS
met with University of Pikeville officials in Pikeville. The contract calls for a report to be provided to the
Governor by March 15.

Revisions to Council’s Admissions Regulation now in effect — 13 KAR 2:020, the Council’s admission regulation
was revised to reflect the newly aligned standards and performance indicators, and the change in minimum high
school graduation requirements. The revisions to the regulation will take effect fall 2012. The revised
regulation reflects the new academic standards and learning outcomes that indicate readiness for credit-bearing
English, mathematics, and reading intensive courses and a set of common college readiness indicators for the
three subject areas. These indicators will be used by K-12, adult education, and all public postsecondary
institutions as intervention programs and postsecondary bridge and transition programs are designed.

National Forum — Kentucky has once again been acknowledged as a national leader in education reform with
the process we are using to implement the Common Core State Standards. With sponsorship from national and
local leaders in education, we are hosting a national forum in Louisville, February 27-29 at the Louisville Marriott
Downtown. Architecture for Implementing the Common Core Standards: Strategies, Partnerships, & Progress
will build next steps for Kentucky and highlight our college and career readiness strategies and implementation
of the common core standards in elementary, secondary, and postsecondary education.



In addition to attendees from all Kentucky public and private higher education institutions and the P-12
leadership networks, there are participants from 16 states, including the higher education leads from the
assessment consortia and eight national organizations focused on improving education. The audience for this
event encompasses the P-20 continuum and includes presidents of universities, deans, faculty, superintendents,
K-12 teachers, school leaders, and policy makers.

Student Success Summit — The Council on Postsecondary Education will host a Student Success Summit on April
2-3 at the Louisville Downtown Marriott. Speakers include nationally known student success experts, including
George Kuh, Joe Cuseo, Larry Abele, and Tom DeWit. Workshop sessions will focus on the first year experience,
high-impact educational practices, and closing the achievement gap.

Education and Labor Market Study — The Council was recently awarded a small grant from the National
Governor’s Association to produce a report and stimulate a statewide discussion among policy leaders looking at
gaps between current and projected labor market needs and degree production, especially in high-wage and
high-demand fields and other areas linked to economic growth and community. This project is consistent with
strategy 7.1 of Stronger by Degrees, which is intended to strengthen and expand partnerships with business,
industry, government, nonprofit, and other educational entities to meet Kentucky’s workforce and community
needs. The study will be conducted by MGT of America, headquartered in Tallahassee, Florida, and is scheduled
to be completed by the summer of 2012.

Kentucky Delivery Network — The Council staff, working in collaboration with institutional representatives at
EKU, KCTCS, KSU, MoSU, and NKU and staff from the U.S. Education Delivery Institute (EDI), launched the
Kentucky Delivery Network in January 2012. EDI is a non-profit organization, based in Washington D.C., that
helps translate postsecondary education system reform goals into improved student outcomes. EDI adapts and
applies a proven performance management approach known as “Delivery.” It was pioneered by Sir Michael
Barber with his work for Prime Minister Tony Blair in the United Kingdom. Kentucky’s Delivery Network is a
voluntary support structure and forum for institutional representative to increase the rigor of their strategic
implementation processes in order to achieve the institutional performance targets by 2015.

GEAR UP Kentucky Student — Joshua Sparks, a GEAR UP Kentucky student and a graduate of Eastern Kentucky
University, will address approximately 1,100 education professionals as the featured luncheon speaker of the
2012 NCCEP-GEAR UP Capacity-Building Workshop in New York City, on February 12-15. The workshop is
designed and coordinated by the National Council for Community and Education Partnerships (NCCEP) and
planned in conjunction with the U.S. Department of Education for the GEAR UP (Gaining Early Awareness and
Readiness for Undergraduate Programs) program. Josh will share his perspective on how participating in the
GEAR UP Kentucky program helped him become a college graduate. Josh graduated in May 2011 after four
years at EKU, during which time he participated in an internship at the Department of the Treasury in
Washington, D.C., studied in London for a semester, and was deeply involved in numerous student
organizations. After graduation, he studied sociology at the University of Toronto and is currently pursuing a
master’s degree in statistics at George Washington University, with plans to pursue a doctorate in mathematics.

Josh is a graduate of the first GEAR UP program (2000-2006). The Council is working to collect data and identify
other GEAR UP students from the first grant that have successfully graduated from college. This spring, a
comprehensive report will detail the results of the second GEAR UP program (2005-2011), which recently
graduated its first high school cohort.



Council on Postsecondary Education
February 10, 2012

KnowHow2Transfer Website Presentation

The Council on Postsecondary Education and postsecondary institutions have worked with
CollegeSource Inc. to develop a Transfer Equivalency and Degree Pathway Articulation
System to facilitate transfer from institutions in the Kentucky Community and Technical
College System to all public universities and some private institutions in the state. Over the
past two years, Council staff and institutional representatives have worked to implement
CollegeSource’s Transfer Equivalency System software and develop a public website -
KnowHow2Transfer - that is built around the software’s functionalities.

The KnowHow?2Transfer website provides students, advisors, and the general public with one
place for information on the transfer process, institutional transfer policies, degree program
requirements, and transfer contact information. It also allows users to find institution-specific
course equivalencies by searching for individual courses and courses within general
education block areas that will be accepted and applied toward graduation requirements. In
addition, the website charts degree pathways, which are the courses that KCTCS students
should take in order to complete their associate degree and transfer into specific
baccalaureate programs. It also allows users to create and print lists of course equivalencies
that meet general education and pre-major program requirements and outlines next steps in
the transfer process.

KnowHow?2Transfer is a comprehensive interactive tool that meets key requirements of KRS
164.2951, also known as HB 160. It reflects the KCTCS common course numbering system,
the statewide course classification system for general education, and alignment of general
education and prerequisite learning outcomes. It can also be used to outline individual
course and general education block transfer for students. The degree pathways show the
alignment of Associate of Arts and Associate of Science degrees with related Bachelor of Arts
and Bachelor of Science degrees. The website also notifies users of statewide common
college readiness indicators, assessment instruments, course placement scores, and
developmental course equivalencies. In addition, it provides statewide standard acceptable
scores for AP courses and CLEP exams and the appropriate college course credit awarded for
meeting those acceptable scores.

Staff preparation by Kim Arington and Gabrielle Gayheart
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Council on Postsecondary Education
February 10, 2012

2012-13 Tuition Setting Process

ACTION: The staff recommends that the Council approve the attached Tuition and
Mandatory Fee Policy and 2012-13 Tuition Setting Timeline that provide a
framework for establishing public postsecondary tuition and fees for AY 2012-13.

At the November 10, 2011, Council meeting, staff submitted draft Tuition and Mandatory
Fee Policy and 2012-13 Preliminary Tuition Setting Timeline documents to Council members
for review and discussion. Since that time, staff has continued to work with campus chief
budget officers to finalize the tuition policy, process, and timeline documents.

Attached for Council review and action are recommended Tuition and Mandatory Fee Policy
(Attachment A) and 2012-13 Tuition Setting Timeline (Attachment B) documents that, once
approved, will be used to guide the 2012-13 Tuition and Fee Setting process. Also attached
are tables, graphs, and figures that highlight key tuition issues for the upcoming academic
year and provide policy relevant information which will facilitate the tuition setting process.

Tuition Policy, Process, and Timeline
Tuition and Mandatory Fee Policy

A draft Tuition and Mandatory Fee Policy was submitted to the Council at the November 10
meeting. Since that time, the policy has been reviewed and discussed by CPE staff, campus
presidents, and institution chief budget officers. There were no suggested changes to the

policy.

Staff recommends that the Council approve the attached Tuition and Mandatory Fee Policy
(Attachment A), which will guide development of tuition and mandatory fee rate ceilings and
facilitate assessment of campus rate proposals for academic year 2012-13.

Tuition Setting Process

The process for determining tuition and mandatory fee ceilings and bringing institution rate
proposals for Council approval will be similar to the one used in 2011-12. A major goal of
the process is to provide ample time for stakeholder discussion and exchange of information
between and among Council staff, institutional presidents, chief budget officers, and Council
members. This exchange of information will lead to better understanding of key tuition issues
and provide opportunity for feedback and direction, before taking action on tuition rates.
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2012-13 Tuition Setting Timeline

Attachment B contains a final timeline of activities and anticipated completion dates for the
2012-13 tuition setting process. Since its introduction in preliminary form at the November
10 Council meeting, the timeline has been reviewed and discussed by CPE staff and
postsecondary institution chief budget officers. There were no suggested changes to the
timeline.

As can be seen in the timeline, it is anticipated that the Council will review and approve
tuition policy and timeline documents at the February 10 meeting, take action on staff’s
recommended tuition ceilings at the April 20 meeting, and approve each institution’s
proposed tuition and mandatory fee rates at the June 20 meeting.

Staff recommends that the Council approve the attached 2012-13 Tuition Setting Timeline
that establishes completion dates for the development of tuition and mandatory fee ceilings
and submission of postsecondary institution rate proposals.

Key Tuition Issues

Highlighted below is a list of key issues that will likely impact the 2012-13 tuition setting
process.

Declining Share of State Budgets

In recent decades, a persistent problem for many state systems of American higher education
has been a reduction in relative priority given to postsecondary education as a percentage of
overall state budgets. In the Commonwealth of Kentucky, for example, in every biennium
since 2006-08, postsecondary education’s share of total state General Fund appropriations
has decreased, and HB 265, the Governor’s Executive Branch Budget, proposes
appropriation levels in 2012-14 that will further erode higher education’s share of the total
state General Fund.

e As can be seen in Attachment C, in fiscal year 1998-99, postsecondary education
(which includes the Council on Postsecondary Education, state student financial aid,
and postsecondary institution funding components) received appropriations totaling
$873 million, or a 14.6 percent share of Kentucky's total General Fund budget ($6
billion) that year.

o Fifteen years later, in FY14, the Governor’s Executive Branch Budget (HB 265) calls
for $9.8 billion in total state General Fund spending, or an increase of $3.8 billion
compared to FY99.

e Despite the increase in the overall state budget, higher education’s share of the total
state General Fund fell from 14.6 percent to 12.0 percent, resulting in a $290 million
inflation adjusted decrease for the postsecondary institutions alone during this period.
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e |f postsecondary education were to retain the same share of the state’s total General
Fund budget in 2014 that it had in 1999, it would receive about $230 million more in
state support.

Long-term, sustained state support for education continues to be placed in jeopardy due to
unsustainable increases in Medicaid and Corrections, stemming in part from a historically low
level of educational attainment in Kentucky.

General Fund Reductions

The high water mark in terms of state support for Kentucky’s public postsecondary institutions
occurred in 2007-08, when the 2006 General Assembly enacted a budget containing a
combined total $1.084 billion in net General Fund appropriations for state colleges and
universities (2006-08 Budget of the Commonwealth). Since that time, the postsecondary
institutions have sustained five budget cuts in four years, including three mid-year Budget
Reduction Orders and two enacted reductions.

e As can be seen in Attachment D-1, between 2007-08 and 2011-12, state colleges
and universities lost $105.4 million or 9.7 percent of their combined net General
Fund operating revenue, representing an average annual decrease of 2.5 percent.

The Governor’s 2012-14 Executive Branch Budget (HB 265) calls for more of the same,
recommending a $62.6 million or 6.4 percent reduction in postsecondary institution net
General Fund appropriations between 2011-12 and 2012-13.

e As can be seen in Attachment D-2, the Executive Budget proposes combined net
General Fund appropriations of $916.0 million for Kentucky colleges and universities
in 2012-13 (and the same amount is proposed for 2013-14).

e If the Governor’s budget is enacted as proposed, the combined loss in postsecondary
institution net General Fund revenue between 2007-08 and 2012-13 will be $168.0
million or 15.5 percent.

Unfunded M&O Expense

When the General Assembly authorizes and issues bonds for new capital construction projects
on Kentucky public postsecondary institution campuses, there are costs associated with
maintaining and operating those facilities (i.e., M&O costs). These costs stem from activities
necessary for a building and its systems and equipment to perform their infended function

and include salaries and benefits expense for janitorial and maintenance staff, as well as,
utilities and energy costs.
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Before 2008, it had been standard practice for the Kentucky legislature to provide General
Fund support for the maintenance and operation of previously authorized education and
general (E&G) facilities expected to come online during the biennium. Over the past four
years, however, austere state budget conditions contributed to a suspension of this practice,
with KCTCS being the only institution to receive partial M&O funding in 2008-10, and no
institution receiving M&QO in 2010-12.

e As can be seen in Attachment E, Council staff estimates that annual M&O expense

associated with new E&G facilities coming online at Kentucky’s public postsecondary
institutions increased by $37.0 million between 2008-09 and 2011-12.

The Council on Postsecondary Education requested state General Fund appropriations to
support M&O for new facilities both in 2008-10 and in 2010-12. Other than the partial
M&O funding received by KCTCS in 2008-10, these requests went unfunded.

Lack of state General Fund support for M&O during this period has been equivalent to a 3.7
percent budget cut (on an approximate $1.0 billion net General Fund base). This is because
institutions are required to reallocate resources from other uses (i.e., instruction, research,
public service) to open, operate, and maintain the new facilities.

e |t is estimated that an additional $3.1 million in annual M&O expense will be required
over the course of the 2012-14 biennium (Attachment E).

The Council’s 2012-14 Biennial Budget Recommendation contained requests not only to
support the expected increase in M&O expense in 2012-14, but also to recover the $37.0
million in unfunded M&QO incurred between 2008-09 and 2011-12.

The Governor’s Executive Budget (HB 265) does not contain any funding for M&O, which will
require state colleges and universities to divert a combined $40.1 million in resources from
other campus programs and activities to cover these necessary expenditures.

Fixed Cost Increases

Every year, CPE staff provides Council members with estimates of anticipated fixed cost
increases at Kentucky’s public postsecondary institutions, as well as, estimates of additional
tuition and mandatory fee revenue that could be generated by different levels of rate increase
implemented during the upcoming academic year.

Fixed cost increases typically include M&O costs for new facilities, mandated increases in
KERS and KTRS retirement system contributions and health insurance premiums, and
increased expenses for other fixed costs such as utilities, contractual obligations, and
workmen’s and unemployment compensation.
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e Attachment F-1 shows the potential impact of a 6.4 percent cut in net General Fund
appropriations (as proposed in the Executive Budget, HB 265), anticipated fixed cost
increases, and estimated increases in tuition and fee revenue on postsecondary
institution operating budgets for the upcoming 2012-13 academic year.

e |f the Governor’s budget is enacted as proposed, Kentucky’s public postsecondary
institutions will lose a combined $62.6 million in net General Fund revenue between

FY12 and FY13.

e This reduction coincides with estimated increases of $1.2 million in M&O expense for
facilities coming online next year, $5.0 million in mandated increases in employer
paid retirement contributions and health insurance premiums, and $57.1 million in
other fixed cost increases.

As described in more detail above, the $1.2 million increase in annual M&O expense for
2012-13 does not include $37.0 million in unfunded M&O expense associated with facilities
that came online between 2008-09 and 2011-12, or $1.8 million requested for 2013-14.

Although the Council’s 2012-14 Budget Recommendation included requests totaling $40.1
million to support M&O costs over the biennium, the Executive Budget (HB 265) does not
contain any funding for M&O.

The sustained lack of funding for M&O, combined with other fixed cost increases, has placed
increased pressure on postsecondary institution budgets and required campus leaders to
divert resources from other programs or functional areas to cover these necessary
expenditures.

e When the proposed reduction in General Fund, unfunded M&O, and estimated fixed
cost increases are considered in combination, postsecondary institutions are facing a
total possible revenue loss of $163.0 million in 2012-13.

Attachment F-1 also shows how much tuition and mandatory fee revenue would be generated
at various levels of rate increase (net of institutional scholarships and waivers).

e For example, a 5 percent tuition and fee increase, assessed uniformly across all
postsecondary sectors and all categories of students, would generate a combined
increase in tuition and fee revenue of $42.6 million, net of institutionally provided
scholarships and waivers.

e In other words, the estimated increase in net tuition and fee revenue associated with a
5 percent rate increase would cover only about one-fourth of the potential $163.0
million loss associated with proposed budget reductions, unfunded M&O, and fixed

cost increases, resulting in a net operating deficit of $120.4 million.

This gap is illustrated graphically in Attachment F-2.
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Financial Aid

Listed below is financial aid information relevant to the 2012-13 tuition and fee setting
process.

Federal Aid

e The maximum federal Pell-grant award is expected to stay the same in 2012-13 (i.e.,
$5,550) as it was in 2011-12 (News from NASFAA, 2012-13 Federal Pell Grant
Payment and Disbursement Schedules).

e In 2009-10, the average Pell-grant award for students attending a KCTCS institution
was $3,318 and the average award for students attending a Kentucky public, four-
year institution was $3,893 (U.S. Department of Education, Distribution of Federal Pell
Grant Program Funds by Institution, 2009-10 Award Year).

State Aid

e Enacted appropriations for state funded student financial aid have leveled off in recent
years and the Governor’s Executive Budget (HB 265) does not call for increases in
2012-14 over amounts enacted in 2010-12.

e For example, while state student aid appropriations grew by 3.6 percent per year
between FYO7 and FY11, if the Governor’s budget is enacted as proposed, there will
be little change in state student aid between FY11 and FY14 (+0.1 percent growth).

e The maximum state KEES award is expected to be $2,500 next year, and the
maximum state CAP award is expected to be $1,900 (Kentucky Higher Education
Assistance Authority).

e In2010-11, the average state KEES award was $882 for students attending a KCTCS
institution and $1,565 for students attending a Kentucky public, four-year institution
(KHEAA Financial Aid Distribution by Institution, 2010-11).

e That same year, average state CAP awards were $1,417 at KCTCS institutions and
$1,660 at Kentucky public, four-year institutions (KHEAA Financial Aid Distribution by
Institution, 2010-11).

e In2009-10, Kentucky ranked 12th highest nationwide in state-funded, need-based
undergraduate grant dollars per FTE student and 7th highest in state-funded, total
undergraduate grant dollars per FTE student (NASSGAP, 41°* Annual Survey Report,
2009-10).
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Price Trends and Comparisons

Kentucky Price Trends

The pace of increase in tuition and fee sticker prices at Kentucky’s public postsecondary
institutions has slowed in recent years, compared to a more aggressive growth pattern evident
during the preceding decade.

As can be seen in Attachment G, with the exception of two institutions that

implemented a special use fee last year, the one-year change in resident
undergraduate tuition and mandatory fees is lower than the five-year average annual
growth rate (AAGR) for most institutions.

As a reminder, the University of Louisville, Morehead State University, Northern

Kentucky University, and Western Kentucky University all implemented student
endorsed and Council approved special use fees last year, which allowed these
institutions to exceed Council rate ceilings.

The two-year AAGR in resident undergraduate tuition and mandatory fees is lower
than the five-year AAGR for every institution.

Other than the four institutions that implemented a special use fee last year, the one-
year change in resident undergraduate tuition and mandatory fees reflects Council
approved rate ceilings of 4 percent, 5 percent, and 6 percent for the two-year,
comprehensive, and research sectors, respectively.

Regional Price Comparison

For several years, CPE staff has provided Council members with information comparing list
prices of Kentucky public colleges and universities averaged by sector to comparable groups
of institutions and sectors in surrounding states.

As can be seen in Attachments H-1, H-2, and H-3, the relative rank of Kentucky’s public
postsecondary institution tuition and required fees varies by sector compared to similar
institutions in a contiguous eight-state region.

In academic year 2010-11, resident undergraduate tuition and required fees at the
University of Kentucky ranked fifth highest out of eight flagship universities in the
region.

That same year, average resident undergraduate tuition and fees at Kentucky's
comprehensive universities ranked fifth highest out of eight states in the region.

Compared to community colleges in the states surrounding Kentucky, average resident
tuition and fees at KCTCS ranked highest (using academic year 2009-10 data).
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These data also show that compared to similar institutions in surrounding states:

e Full-time tuition and fees at the University of Kentucky tend to be about average for
resident undergraduate students, lower for nonresident undergraduate students, about
average for resident graduate students, and lower for nonresident graduate students.

e Average full-time tuition and fees at Kentucky’s comprehensive colleges and state
universities tend to be about average for resident and nonresident undergraduate
students, about average for resident graduate students, and lower for nonresident
graduate students.

e Average full-time tuition and fees at Kentucky’s community colleges tend to be higher
for both resident and nonresident students compared to surrounding states.

As can be seen in Attachments |-1, -2, and |-3, the relative rank of Kentucky’s public
postsecondary institution, average resident undergraduate tuition and required fees has
changed by sector over time compared to similar institutions and sectors in a contiguous
eight-state region.

e Between academic years 1999-00 and 2010-11, resident undergraduate tuition and
fees at the University of Kentucky grew at an average annual rate of 9.1 percent and
increased in rank compared to similar institutions from sixth highest to fifth highest out
of eight states in the region.

e During that same time period, average resident undergraduate tuition and fees at
Kentucky’s comprehensive colleges and state universities grew at an average rate of
9.7 percent per year and increased in rank from seventh highest to fifth highest out of
eight states.

e Average resident tuition and fees at Kentucky’s community colleges grew at an
average annual rate of 12.3 percent and increased in rank from seventh highest to
highest among eight states between academic years 1999-00 and 2009-10.

Policy Relevant Information

For the past several years, CPE staff has produced a series of tables, graphs, and figures that
provides context for the tuition setting process. This information is typically organized around
the fundamental objectives of the Council’s tuition and mandatory fee policy, including
funding adequacy, shared benefits and responsibility, affordability and access, attracting and
importing talent, and effective use of resources.
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Funding Adequacy

As described in the Key Tuition Issues section of this agenda item, on an inflation adjusted
basis, state General Fund support for Kentucky’s public postsecondary institutions has eroded
over the past decade, particularly during the last four years. At the same time, the number of
full-time equivalent (FTE) students enrolled at state colleges and universities has increased
dramatically.

State Support

e As can be seen in Attachment J-1, inflation adjusted net General Fund appropriations
for Kentucky’s public postsecondary system decreased from $1,179 million in FY99 to
$979 million in FY12, a reduction of $200 million, or 17.0 percent.

e |f the Governor’s Executive Budget is enacted as proposed, state support for the
institutions will decrease by an additional $63 million or 6.4 percent.

e During this same time period, full-time equivalent enrollment at Kentucky colleges and
universities (designated by the green line in Attachment J-1) is expected to increase by
56,860 students or 48.5 percent.

The combination of declining state support and growing enrollment resulted in a marked
reduction in state support per FTE student over the last decade.

e As can be seen in Attachment J-3, inflation adjusted net General Fund appropriations
per FTE student fell from $10,273 in FY99 to $6,195 in FY11 for the postsecondary
education system, a loss of $4,078 per student and an average annual decrease of
4.1 percent.

The decrease in state funding per student occurred in all postsecondary sectors and at every
institution, although the extent of the decline varies by sector and institution.

e Attachment J-2 shows that the steepest declines occurred in the research (-$5,841 per
student) and two-year college sectors (-$4,078 per student) during this period.

These data show that state General Fund support at Kentucky’s postsecondary institutions did
not keep pace with inflation and enrollment growth over the past decade. As a result, the
institutions have relied on increased tuition and fee revenue to partially offset the decline in
state support during this period.

Total Public Funds

At the system level, revenue from tuition and fee increases did not fully fund the gap created
by reductions in state General Fund support on a per student basis.
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e As can be seen in Attachment J-3, inflation adjusted Total Public Funds per FTE
student fell from $15,327 in FY99 to $14,592 in FY11, an average annual decrease
of 0.4 percent.

e Tuition and fee revenue per student increased by $3,343 during this period, but fell
$735 per student short of filling the gap created by decreased state support.

The change in Total Public Funds per student varied considerably by sector and institution
during this period.

e As can be seen in Attachment J-4, inflation adjusted Total Public Funds per student
decreased in the research (-$485 per student) and two-year college (-$2,935)
postsecondary sectors, between FY99 and FY11, while the comprehensive university
sector registered an increase in per student funding (+$2,959) during this period.

Most postsecondary institutions saw their inflation adjusted per student funding increase over
the past decade, indicating that at these institutions, the change in Total Public Funds kept
pace with inflation and enrollment growth during this period. It is important to keep in mind
that these data make no statement about the adequacy of a given institution’s or a given
sector’s funding level in FY99, but do provide an indication of how institutions and sectors
have fared over time in the face of inflation and enrollment growth relative to that baseline.

Interstate Funding Comparison

Another way to assess funding adequacy is to compare higher education funding in Kentucky
to funding in other states, using data from the State Higher Education Finance (SHEF) Report
published annually by the State Higher Education Executive Officers (SHEEO) organization in
Boulder, Colorado. According to the 2010 SHEF report:

e Kentucky’s educational appropriations per FTE student (adjusted for cost of living,
higher education inflation, and enrollment mix) equaled $7,532 in 2010, or about
16.7 percent above the national average of $6,451. Between 2005 and 2010,
educational appropriations per FTE student increased by 0.1 percent in Kentucky,
compared to a 3.2 percent decrease in the U.S. average during that period.

e Over the past 15 years, Kentucky’s percent change in state appropriations, tuition
revenue, and state-funded financial aid per FTE student are all above average
compared to other states.

e Full-time equivalent student enrollment grew by 9.7 percent at Kentucky’s public
postsecondary institutions between 2005 and 2010, compared to an average
increase nationally of 14.9 percent.

e In 2010, Kentucky institutions registered a one-year increase in FTE student enrollment
of 6.6 percent. That same year, the average increase in FTE enrollment for higher
education institutions nationwide was 6.3 percent.
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Shared Benefits and Responsibility

The Council’s tuition policy espouses the belief that funding postsecondary education should
be a shared responsibility of the state and federal government, students and families, and
postsecondary education institutions. A basic rationale for this cost sharing approach is that
benefits accrue to both the state and the individual from college attainment.

The state benefits from broad postsecondary attainment in the form of a strong economy and
an informed citizenry. College graduates benefit through an elevated quality of life, expanded
career opportunities, and increased lifetime earnings.

During the late 1990s, the Commonwealth of Kentucky assumed about two-thirds of college
costs through provision of net General Fund appropriations, and students and their families
assumed the other third in the form of tuition and fee revenue. Since that time, due largely to
declining state support for postsecondary education, Kentucky has increasingly relied on
tuition and fee revenue as a means of financing its public colleges and universities.

e As can be seen in Attachment K-1, gross tuition and fee revenue as a share of Total
Public Funds for the state’s public postsecondary system has increased from 33
percent in FY99 to 58 percent in FY11, indicating that Kentucky students and their
families are shouldering an increasing share of college costs.

e Increases in student share occurred in all postsecondary sectors and at every institution
during this period, although the extent of the ascension varies by sector and institution.

e InFY11, student share is below 50 percent at two institutions (UK and KSU) and
above 65 percent at two institutions (NKU and WKU). State support for land grant
missions at UK and KSU contribute to lower student shares at these institutions.

e These data show that the average student share for the comprehensive university
sector remained about 10 percentage points higher than the average student shares
of either the research or the two-year college sector during this period.

The trend toward a growing student share of college costs does not bode well for Kentucky
students and their families, and when the historical trend is projected ten years into the future,
it does not appear sustainable as a postsecondary financing approach.

e As illustrated graphically in Attachment K-2, if Kentucky continues to follow its recent

trend of replacing reductions in state support with tuition and fee revenue, the student
share of college costs for the postsecondary system could exceed 70 percent by 2020.
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It is unclear at what point rising tuition costs would have an adverse effect on college going
rates or college attainment in Kentucky (although we do know that low income students
graduate at significantly lower rates than the general student body which is also impacted by
their levels of preparedness), but these data indicate that without significant increases in state
General Fund support and student financial aid to buffer price increases, combined with
continuing use of aggressive cost containment strategies, the current trend is not sustainable
as a model to fund achievement of HB 1 (1997) reform goals.

Affordability

Students rarely pay the full price of postsecondary institution tuition and fees. Financial aid
from federal, state, and institutional sources reduces the cost of college attendance for most
students. For this reason, a frequently used metric for assessing college affordability is net
price.

Net Price

e As can be seen in Attachments L-1, L-2, and L-3, during academic year 2010-11,
need and merit-based grants and scholarships from all sources covered the full cost of
tuition, fees, and books for all full-time, resident undergraduate students in the lowest
income quartile, and many resident undergraduate students in the second income
quartile, across all postsecondary sectors.

e Compared to last year, unmet direct costs went up at Kentucky’s public four-year
institutions for all income levels. This occurred despite an increase in federal Pell grant
award recipients and a growing number of FAFSA filers at these institutions.

e Unmet direct costs went down at KCTCS institutions between academic years 2010
and 2011. These data show KCTCS institutions are by far Kentucky’s low-cost
postsecondary providers despite larger aid amounts at the four-year universities.

e The graphs also show that students in the highest income categories received
substantial support through the KEES program and institutional aid in AY11.

The conclusion that can be drawn from these data is that Kentucky’s public colleges and
universities remain accessible for most full-time, resident undergraduate students, particularly
those in the lowest income categories, despite moderate increases in tuition and fee sticker
prices over the past few years, due in large part to the availability of student financial aid.

However, if net price increases over time, it can be a sign that college is becoming less
affordable for students and their families, particularly if the growth in net price exceeds growth
in median family income. For this reason, the increase in unmet direct costs at Kentucky's
public four-year institutions is a trend worth noting.
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Student Debt

Another indicator of college affordability is average student loan debt. If unmet need
increases over fime, some students and families may increase reliance on student loans to
help pay their increasing share of college costs. Student loan debt of Kentucky’s graduating
seniors has increased in recent years, but continues to rank in the bottom quartile compared
to other states.

e According to The Project on Student Debt, 63 percent of Kentucky college seniors who
graduated in 2006 had student loan debt, with an average for those in debt of
$15,406 (The Project on Student Debt, Student Debt and the Class of 2006,
September 2007). This level of average debt ranked Kentucky 44™ among 50 U.S.
states and the District of Columbia.

e Nationally, 58 percent of the class of 2006 graduated with loan debt, with an average
for those in debt of $19,646.

e Four years later, 58 percent of Kentucky’s class of 2010 graduated with debt and
incurred an average debt of $19,375 while in college (The Project on Student Debt,
Student Debt and the Class of 2010, November 2011). Average debt of Kentucky
graduates ranked 43 among 50 U.S. states and the District of Columbia for the
2010 cohort.

e The Project on Student Debt estimates that about two-thirds of college seniors who
graduated in 2010 had student debt, with an average of $25,250 for those with debt.

Although Kentucky’s graduating seniors have lower average debt loads than postsecondary
graduates in most other states, loan default rates among Kentucky graduates are above the
national average.

e In 2009, Kentucky’s student loan default rate was 10.2 percent, which ranked 10"
highest in the nation that year. The U.S. average student loan default rate was 8.8
percent in 2009.

Student Access
Attachments M-1 and M-2 show the change in fall semester, student headcount enrollment at

Kentucky public postsecondary institutions over the past five years, broken down by
undergraduate versus graduate, and full-time versus part-time.
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Undergraduate/Graduate Enrollment

Due in part to the sustained recession, undergraduate enrollment at Kentucky public colleges
and universities grew at a stronger pace the past two years, than it did the three preceding
years. Graduate enrollment remained relatively stable the past five years, with slight growth
occurring the past two years. The rates of growth for both undergraduate and graduate
enrollment vary by institution and sector.

As can be seen in Attachment M-1, undergraduate enrollment in Kentucky’s public
postsecondary system grew at an average annual rate of 5.3 percent between fall
semesters 2008 and 2010. Over the same time period, graduate enrollment
increased by 1.8 percent per year.

The five-year average annual growth rates for undergraduate and graduate
enrollment are 2.9 percent and 0.8 percent, respectively.

The two-year college and research university postsecondary sectors experienced the
largest one-year increases in undergraduate enrollment, growing by 6.3 percent and
2.8 percent, respectively.

One-year change in undergraduate enrollment at five institutions exceeded 2.0

percent: KCTCS (+6.3 percent), UK (+4.0 percent), EKU (+2.9 percent), NKU (+2.4
percent), and MuSU (+2.2 percent).

Between fall semesters 2008 and 2010, undergraduate enrollment at KCTCS grew by
16,722 students or 18.6 percent. This represents an average annual growth rate of
8.9 percent.

Full-Time/Part-Time Enrollment

As can be seen in Attachment M-2, full-time enrollment in Kentucky’s public
postsecondary system grew at an average annual rate of 5.5 percent between fall
semesters 2008 and 2010. Over the same time period, part-time enrollment
increased by 4.0 percent per year.

The five-year average annual growth rates for full-time and part-time enrollment are
2.8 percent and 2.5 percent, respectively.

The two-year college and research university postsecondary sectors experienced the
largest one-year increases in full-time enrollment, growing by 8.0 percent and 3.1
percent, respectively.

The research university sector was the only sector to record a one-year decrease in

part-time student enrollment (-1.2 percent), continuing a recent trend of increasing
full-time enrollment and falling part-time enrollment evident the past five years.
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e One-year change in full-time student enrollment exceeded 2.0 percent at four
institutions: KCTCS (+8.0 percent), UK (+3.3 percent), Uofl (+2.8 percent), and KSU
(+2.4 percent).

e Between fall semesters 2008 and 2010, full-time enrollment at KCTCS grew by 9,815
students or 28.1 percent. This represents an average annual growth rate of 13.2
percent.

As is typically the case during recessions, rates of growth in postsecondary enrollment have
increased in recent years, placing additional cost demands on institutions during a time when
state support for higher education is waning.

Effective Use of Resources

As discussed in the Funding Adequacy section of this agenda item, Kentucky’s public colleges
and universities have experienced a steady erosion of inflation-adjusted state General Fund
support per student over the past 12 years. This loss was partially offset by increased tuition
and fee revenue, but the net effect of declining state support and growing student enrollment
has been a $735 decrease in real, Total Public Funds revenue per student between fiscal

years 1999 and 2011.

The postsecondary institutions have effectively implemented a variety of cost containment,
cost management, and cost avoidance strategies in recent years to help minimize the impact
of budget reductions, unfunded M&QO expenses, and yearly increases in fixed costs on
educational quality and postsecondary reform goals.

A testament to the ability of these institutions to make effective use of resources in an
environment characterized by increasing demands on a diminishing level of budgetary
resources is the dramatic growth in degrees and completions which has occurred during this
period.

e As can be seen in Attachment N, Kentucky’s public postsecondary system produced
30,326 more degrees and other completions in academic year 2010-11, than it did
in 1998-99 (a 137.5 percent increase), despite a $735 reduction in inflation-adjusted
Total Public Funds per student during this period.

e This graph also illustrates the change over time in higher education funding sources
from a one-third student, two-thirds state share for financing college costs, to a model

that requires students and their families to pay an increasing share of college costs,
approaching 60 percent in FY11.

Staff preparation by John Hayek, Heidi Hiemstra, Bill Payne, and Shaun McKiernan
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ATTACHMENT A

Council on Postsecondary Education
Tuition and Mandatory Fee Policy

The Council on Postsecondary Education is vested with authority under KRS 164.020 to determine
tuition at public postsecondary education institutions in the Commonwealth of Kentucky. Kentucky’s
goals of increasing educational attainment, promoting research, assuring academic quality, and
engaging in regional stewardship must be balanced in the context of current needs, effective use of
resources, and economic conditions. For the purposes of this policy, mandatory fees are included
in the definition of tuition. During periods of relative austerity, the proper alignment of the state’s
limited financial resources requires increased attention to the goals of the Kentucky Postsecondary
Education Improvement Act of 1997 (HB 1) and the Strategic Agenda for Kentucky Postsecondary
and Adult Education.

Fundamental Objectives
* Funding Adequacy

HB 1 states that Kentucky shall have a seamless, integrated system of postsecondary education,
strategically planned and adequately funded to enhance economic development and quality of life.
In discharging its responsibility to determine tuition, the Council, in collaboration with the
institutions, seeks to balance the affordability of postsecondary education for Kentucky’s citizens
with the institutional funding necessary to accomplish the goals of HB 1 and the Strategic Agenda.

» Shared Benefits and Responsibility

Postsecondary education aftainment benefits the public at large in the form of a strong economy
and an informed citizenry, and it benefits individuals through elevated quality of life, broadened
career opportunities, and increased lifetime earnings. The Council and the institutions believe that
funding postsecondary education is a shared responsibility of the state and federal government,
students and families, and postsecondary education institutions.

» Affordability and Access

Since broad educational attainment is essential to a vibrant state economy and to intellectual,
cultural, and political vitality, the Commonwealth of Kentucky seeks to ensure that postsecondary
education is broadly accessible to its citizens. The Council and the institutions are committed to
ensuring that college is affordable and accessible to all academically qualified Kentuckians with
particular emphasis on adult learners, part-time students, minority students, and students from low
and moderate income backgrounds. The Council believes that no citizen of the Commonwealth
who has the drive and ability to succeed should be denied access to postsecondary education in
Kentucky because of inability to pay. Access should be provided through a reasonable combination
of savings, family contributions, work, and financial aid, including grants and loans.
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In developing a tuition and mandatory fees recommendation, the Council and the institutions shall
work collaboratively and pay careful attention to balancing the cost of attendance, including tuition
and mandatory fees, room and board, books, and other direct and indirect costs, with students’
ability o pay by taking into account (1) students” family and individual income; (2) federal, state,
and institutional scholarships and grants; (3) students” and parents’ reliance on loans; (4) access to
all postsecondary education alternatives; and (5) the need to enroll and graduate more students.

» Attracting and Importing Talent to Kentucky

It is unlikely that Kentucky can reach its 2020 postsecondary education attainment goals by
focusing on Kentucky residents alone. Tuition reciprocity agreements, which provide low-cost
access to out-of-state institutions for Kentucky students that live near the borders of other states,
also serve to attract students from surrounding states to Kentucky’s colleges and universities. In fact,
according to the Council’s 2007 Brain Gain report, four out of every ten (37 percent) out-of-state
graduates were still in Kentucky five years after receiving their degrees.

The Council and the institutions are committed to making Kentucky’s institutions financially
attractive to nonresident students while recognizing that nonresident undergraduate students should
pay a significantly larger proportion of the full cost of their education. Any proposed policy on
nonresident tuition and mandatory fees should also be evaluated based on its potential impact on
attracting and retaining students which directly enhance diversity and Kentucky’s ability to compete
in a global economy.

= Effective Use of Resources

Kentucky’s postsecondary education system is committed to using the financial resources invested in
it as effectively and productively as possible to advance the goals of HB Tand the Strategic Agenda,
including undergraduate and graduate education, engagement and outreach, research, and
economic development initiatives. The colleges and universities seek to ensure that every dollar
available to them is invested in areas that maximize results and outcomes most beneficial to the
Commonwealth and its regions. The Council’s performance metrics shall be used to monitor both
statewide and institutional performance toward HB 1 and Strategic Agenda goals.

The institutions also recognize their responsibility to demonstrate that they are good stewards of
limited public resources by providing annual reports to their governing boards and the Council on
their efforts to contain costs, improve efficiencies and productivity, and reallocate existing resources
to high priority activities.

Special Use Fees Exception Policy

During the 2010-11 tuition setting process, campus officials requested that the Council consider
excluding student endorsed fees from its mandatory fee definition, thus omitting consideration of
such fees when assessing institutional compliance with Council approved tuition and fee rate
ceilings. Based on feedback received from institutional Chief Budget Officers (CBOs) at their
December 2010 meeting, it was determined that there was general interest in treating student
endorsed fees differently from other mandatory fees.

35



In January and February 2011, Council staff collaborated with institutional presidents, CBOs, and
their staffs in developing the following Special Use Fees Exception Policy:

e To the extent that students attending a Kentucky public college or university have
deliberated, voted on, and requested that their institution’s governing board implement a
special use fee for the purposes of constructing and operating and maintaining a new
facility, or renovating an existing facility, that supports student activities and services;

e And recognizing that absent any exemption such student endorsed fees, when implemented
in the same year that the Council adopts tuition and fee rate ceilings, would reduce the
amount of additional unrestricted tuition and fee revenue available for the institution to
support its Education and General (E&G) operation;

e The Council may elect to award an exemption to its tuition and fee rate ceiling equivalent to
all or a portion of the percentage increase resulting from imposition of the student endorsed
fee, provided said fee meets certain eligibility requirements.

Definitions

A student endorsed fee is a mandatory flat-rate fee, that has been broadly discussed, voted on, and
requested by students and adopted by an institution’s governing board, the revenue from which
may be used to pay debt service and operations and maintenance expenses on new facilities, or
capital renewal and replacement costs on existing facilities and equipment, that support student
activities and services, such as student unions, fitness centers, recreation complexes, health clinics,
and/or tutoring centers.

Maintenance and Operations (M&O) expenses are costs incurred for the administration,
supervision, operation, maintenance, preservation, and protection of a facility. Examples of M&O
expenses include janitorial services, utilities, care of grounds, security, environmental safety, routine
repair, maintenance and replacement of furniture and equipment, and property and facility
planning and management.

Eligibility Criteria

A student endorsed fee will continue to be a mandatory fee within the context of the Council’s
current mandatory fee definition and may qualify for an exemption from Council approved tuition
and fee rate ceilings. Campus officials and students requesting an exemption under this policy must
be able to demonstrate that:

e All enrolled students have been afforded ample opportunity to be informed, voice their
opinions, and participate in the decision to endorse a proposed fee. Specifically, it must be
shown that fee details have been widely disseminated, broadly discussed, voted on while
school is in session, and requested by students.
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e For purposes of this policy, voted on means attaining:
a. A simple majority vote via campus wide referendum, with a minimum of one-quarter
of currently enrolled students casting ballots;
b. A three-quarters vote of elected student government representatives; or
c. A simple majority vote via campus wide referendum, conducted in conjunction and
coinciding with general election of a student government president or student
representative to a campus board of regents or board of trustees.

e The proposed fee and infended exemption request have been presented to and adopted by
the requesting institution’s governing board. It is anticipated that elected student government
representatives will actively participate in board presentations.

e Revenue from such fees will be used to pay debt service and M&O expenses on new
facilities, or capital renewal and replacement costs on existing facilities and equipment,
which support student activities and services, such as student unions, fitness centers,
recreation complexes, health clinics, and/or tutoring centers. The Council expects these uses
to be fully explained to students prior to any votes endorsing a fee.

e In any given year, the impact of a student endorsed fee on the overall increase in tuition and
mandatory fees for students and their families will be reasonable. It may be appropriate to
phase in the exemption over multiple years to maintain affordability and access.

e Requests for student endorsed exemptions are infrequent events. The Council does not
expect requests for exemptions under this policy to occur with undue frequency from any
single institution and reserves the right to deny requests that by their sheer number are
deemed excessive.

e Aplanisin place for the eventual reduction or elimination of the fee upon debt retirement,
and details of that plan have been shared with students. The Council does not expect a fee
which qualifies for an exemption under this policy to be assessed at full rate in perpetuity.
Such fees should either terminate upon completion of the debt or, in the case of new
facilities, may continue at a reduced rate to defray ongoing M&O costs. In either case, to
qualify for an exemption, students should be fully aware of the extent of their obligation
prior to any votes endorsing a fee.

Exemption Process

Requests for an exemption under this policy will be evaluated on a case by case basis. To initiate
the process:

e The requesting institution will notify Council staff of any pending discussions, open forums,

referendums, or student government actions pertaining to a proposed special use fee and
discuss fee details with Council staff as needed.
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After a fee has been endorsed by student referendum or through student government action
and approved by the institution’s governing board, campus officials and students will submit
a written exemption request to the Council for its consideration.

Council staff will review the request, assess whether or not the proposed fee qualifies for an
exemption, and make a recommendation to the Council.

To facilitate the exemption request process, requesting institutions and students are required to
provide the Council with the following information:

Documents certifying that the specific project and proposed fee details have been widely
disseminated, broadly discussed, voted on, and requested by students, as well as adopted
by the institution’s governing board.

Documents specifying the fee amount, revenue estimates, uses of revenue, impact on tuition
and fees during the year imposed (i.e., percentage points above the ceiling), and number of
years the fee will be in place.

Documents identifying the project’s scope, time frame for completion, debt payment

schedule, and plan for the eventual reduction or elimination of the fee upon debt
retirement.
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Nov 10, 2011

Nov-Dec 2011

Jan 2012

Feb 10,2012

Feb-Apr 2012

Apr 20, 2012

May 2012

Jun 20, 2012

ATTACHMENT B

Council on Postsecondary Education
2012-13 Tuition Setting Timeline

CPE Meeting — The staff provides Council members an update regarding the
2012-13 tuition setting process. They share the 2011-12 tuition policy and
a preliminary 2012-13 tuition setting timeline with Council members.

Initiate discussions with institutions and generate draft tuition policy and
tuition setting process documents for 2012-13.

Council staff collects data and generates information related to funding
adequacy, affordability, access, financial aid, and productivity.

Institutional staffs collect data and generate information related to fixed cost
increases, potential impacts of tuition increases, anticipated uses of
additional tuition revenue, financial aid, and student debt.

Council and institutional staffs exchange information from respective data
collection efforts and work together to finalize for distribution to Council
members.

CPE Meeting — The Council takes action on 2012-13 Tuition and
Mandatory Fee Policy and 2012-13 Tuition Setting Process documents.

The staff provides Council members with policy relevant information related
to funding adequacy, affordability, access, financial aid, and productivity.
Institutions share information regarding potential impacts of tuition increases
and anticipated uses of additional tuition revenue.

Council and institutional staffs discuss policy relevant information and
preliminary tuition parameters. The Council president updates Council
members regarding these discussions.

CPE Meeting — The Council takes action on recommended tuition and
mandatory fee parameters.

Institutional staffs share proposed 2012-13 tuition and mandatory fee rates
with the Council president. The Council president updates Council members

regarding the proposed rates.

CPE Meeting — The Council takes action on each institution’s proposed
2012-13 tuition and mandatory fee rates.
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ATTACHMENT E

Kentucky Public Postsecondary Institutions

Estimated Increases in Facilities Maintenance and Operations Expense
Between Fiscal Years 2008-09 and 2013-14

Historical M&O New M&O New M&O
Institution 2008-12 © 2012-13 2013-14
University of Kentucky $6,459,400 $261,900 $66,900
University of Louisville 6,504,600 471,600 125,900
Eastern Kentucky University 3,898,000 0 0
Kentucky State University 521,000 249,300 229,700
Morehead State University 2,924,300 0 0
Murray State University 762,600 0 0
Northern Kentucky University 4,393,900 0 0
Western Kentucky University 3,299,400 0 0
KCTCS 8,273,300 264,800 1,409,500
Total $37,036,500 $1,247,600 $1,832,000

) Includes M&O for facilities that came online between 2008-09 and 2011-12, which was requested in the
Council's 2010-12 budget recommendation, but not funded.

Source: Kentucky Council on Postsecondary Education, 2010-12 Biennial Budget Recommendation.

Council on Postsecondary Education
2012-14 Biennial Budget Recommendation
Requested Appropriations for Facilities Maintenance and Operations

2012-13 © 2013-14 Biennial
Institution M&O Request M&O Request Total
University of Kentucky $6,721,300 $66,900 $6,788,200
University of Louisville 6,976,200 125,900 7,102,100
Eastern Kentucky University 3,898,000 0 3,898,000
Kentucky State University 770,300 229,700 1,000,000
Morehead State University 2,924,300 0 2,924,300
Murray State University 762,600 0 762,600
Northern Kentucky University 4,393,900 0 4,393,900
Western Kentucky University 3,299,400 0 3,299,400
KCTCS 8,538,100 1,409,500 9,947,600
Total $38,284,100 $1,832,000 $40,116,100

) Includes M&O for facilities that came online between 2008-09 and 2011-12, which was requested in the
Council's 2010-12 budget recommendation, as well as M&O for 2012-13.

Source: Kentucky Council on Postsecondary Education, 2012-14 Biennial Budget Recommendation.
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Council on Postsecondary Education
February 10, 2012

Special Use Fee Implementation Update

The Council adopted a Special Use Fee Exception Policy at its April 28, 2011, meeting. The
policy exempts certain kinds of student endorsed fees from consideration when assessing an
institution’s compliance with Council approved tuition and fee rate ceilings. For a fee to be
student endorsed, it must be shown that fee details have been broadly discussed, voted on,
and requested by students.

Revenue from special use fees may be used to pay debt service and O&M expenses on new
facilities or capital renewal and replacement costs on existing facilities and equipment that
support student activities and services, such as student unions, fitness centers, recreation
complexes, health clinics, or tutoring centers.

At its June 10, 2011, meeting, the Council approved special use fee exemption requests from
Morehead State University, Northern Kentucky University, the University of Louisville, and
Western Kentucky University. At the November 10 meeting, Council members requested a
status report regarding the implementation of special use fees on these campuses.

Status Report

In December 2011, CPE staff contacted the chief budget officer at each institution that
received approval for a special use fee exemption and asked that they respond to the
following list of questions pertaining to special use fee implementation at their campus.

e What are some major milestones and anticipated completion dates for the project
financed with Special Use Fee revenue?

e Where is your campus in the process (i.e., where do you fall along the timeline)2

Has your institution implemented the Special Use Fee?
To date, how much revenue has been raised by the fee?
What is the status of the building project?

Have bonds been issued to finance the project?

If so, what was the date of issuance and amount?

YVVVVYVYY

e Are you in the planning or construction phase of the building project (i.e., Phase A -
planning, Phase B - design, or bid/construction phase)?

e What is the next major milestone for the project and when will it occur?
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e What, if any, feedback has been received from students regarding implementation of

the Special Use Fee?

e  What, if any, feedback has been received from faculty, staff, and administrators?

e In one page or less, please describe your campus’s experience in implementing a

Special Use Fee.

» What have been some of the positive aspects of your experience?
» Have there been any negatives?
» What lessons have you learned that might help other institutions who are

contemplating a Special Use Fee?

Attachments A, B, C, and D contain campus responses to these questions. The table below
summarizes responses to some of the key questions posed by CPE staff.

Approved Fee Revenue Bonds Building
Campus Fee Amount Implemented Raised Issued Phase
MoSU $5 /credit hour Yes /Fall 2011 $491,180 Yes/$24 M  Completed
NKU $4 /credit hour Yes /Fall 2011 $600,000 No A - Planning
UoflL $98 /semester Yes /Fall 2011 $1,015,044 Yes/$34 M  See At. A
WKU $70 /semester Yes /Fall 2011 $1,099,322 No B - Design

An important aspect of the Special Use Fee Policy is that requests to implement such fees
must be student initiated, supported, and approved by majority vote. As can be seen in the
attached institutional responses, students at every campus continue to fully support their

respective special use fees.
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ATTACHMENT A

Morehead State University
Special Use Fee Implementation
Fall 2011

Special Use Fee Authorization

The Morehead State University Board of Regents approved the 2011-12 Operating Budget and Fee
Schedule on June 9, 2011. The tuition rate approved by the Board in the Fee Schedule included a $5
per credit hour special use fee increase beginning fall semester 2011. On June 10, 2011, the Council
on Postsecondary Education approved a Special Use Fee Exception for Morehead State University to
assess the $5 per credit hour student-endorsed fee to exceed the 2011-12 comprehensive
university tuition and fee rate ceiling by 1.9 percentage points.

The increase of $5 per credit hour is in addition to an existing Student Recreation Fee already paid
by MoSU students. The increase implemented in fall 2011 allows the University to achieve the per
credit hour equivalent of the SGA endorsed $100 per semester fee dedicated to pay construction
costs of the new Student Recreation Center.

Building Project

Agency bonds were issued in July 2009 for $24 million to construct a 101,054 square-foot student
recreation facility. Construction was completed in August 2011. The annual debt service payment
for the facility is $1.76 million for a period of 20 years.

The facility features three basketball courts, two racquetball courts, multiple fitness areas with free
weights and a variety of exercise equipment and cardiovascular machines. The facility also includes
a competition-size swimming pool with zip line and vortex. An outdoor adventure/challenge
course was recently completed and is available for students in the spring 2012 semester. In
addition to offering state-of-the-art recreational and wellness equipment and programs, the facility
was designed to be a high performance building in terms of energy efficiency and environmental
health. The building was constructed to achieve LEED Silver certification awarded by the U.S. Green
Building Council.

Revenue

To date, $491,180 in gross revenue (or $354,485 net revenue after financial aid discount) has been
generated from the $5 per credit hour special use fee implemented in the fall 2011 semester.
Projected 2011-12 annual revenue from the special use fee exception is $1,016,276 (or $733,446
net revenue).

Student Feedback

There has been an overwhelmingly positive response from students with the opening of the student
recreation center in August. The number of student visits during the fall 2011 semester totaled
53,485. Over the course of the semester, 119 students were hired in various areas of the recreation
center and were trained on facility policies, use of the management software system, and
emergency procedures and CPR/First Aid.
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ATTACHMENT B

Northern Kentucky University
Special Use Fee Implementation

Fall 2011

1. From fee implementation to project completion, what are some major milestones and
anticipated completion dates for the project financed with Special Use Fee revenue?
Anticipate programming and design to continue through 2012. First bid packages to
be issued in fall 2012; construction begins in early 2013, with completion in 2015.

2. Where is your campus in the process (i.e., where do you fall along the timeline)?

a.

Has your institution implemented the Special Use Fee?
Yes, implemented in fall 2011

To date, how much revenue has been raised by the fee?
A little over 600K, spring semester will be a bit less.

3. What is the status of the building project?

a.

C.

Have bonds been issued to finance the project?
No

If so, what was the date of issuance and amount?

Are you in the planning or construction phase of the building project (i.e.,
Phase A - planning, Phase B - design, or bid/construction phase)2

The Campus Recreation Center Expansion/Renovation project is about to
begin Phase A. Surveying and soils investigation will take place in
January/February. A/E was selected in December 2011 and CM selection
process will begin this spring.

What is the next major milestone for the project and when will it occur?

The initial meeting of the Core team and Steering Committee was today.
Schematic Design will continue through the spring. Design development will
proceed through the summer.

4. What if any feedback has been received from students regarding implementation of
the Special Use Fee?
NKU has received positive feedback from students. Over 7,000 individual students
use the Campus Recreation Facility every year and as the end user, they understand
and support the need for upgraded facilities and improved programs. To date, we
have received two complaints on the special use fee, both from Adult Learner Students
who are commuters.

5. What if any feedback has been received from faculty, staff, and administrators?
All feedback has been positive.
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6.

In one page or less, please describe your campus’ experience in implementing a
Special Use Fee. What have been some of the positive aspects of your experience?
Have there been any negatives? What lessons have you learned that might help other
institutions who are contemplating a Special Use Fee?

Our process has been very rewarding and timely. The Student Government
Association (SGA), in collaboration with the Campus Recreation Center (CRC) Staff,
have been working together on improving the CRC since 2008. During the 2008-
2009 Academic year, SGA passed two resolutions to increase funding to Campus Rec
and for Club Sports Programs.

During the summer of 2009, members of SGA along with staff from the CRC,
conducted a peer review to better understand the needs and trends in campus
recreation. During the 2009-2010 Academic year, SGA created a survey for students
to get a better understanding of their needs in regards to campus rec.

As a result of the peer review and the surveys, SGA passed a resolution to increase
funding to the CRC to create an equipment replacement fund (primarily for cardio
equipment), increase hours of operation, and renovate the facility. The University
administration supported this request.

During the summer of 2010, SGA discussed at the Kentucky Leadership Academy the
feasibility of building a new campus recreation center which led to a resolution being
passed in early fall 2010. The resolution requested that the campus explore the
feasibility of building a new, or renovating the current CRC and to provide a timeline
and costs for both.

In late fall of 2010, SGA was presented with the feasibility study which led to the
adoption of the Special Use Fee which was unanimously passed by the SGA Student
Senate in April 2011. During the spring semester of 2011 (prior to the vote on the
Special Use Fee), SGA created 10 open forums where students could see pictures of
the proposed facility, review the fees and costs, and voice their opinion.

Additionally, the student campus newspaper, The Northerner, published several
articles expressing SGA's support of the Special Use Fee. There was little or no
objection from our students on the creation of the Special Use fee to support a new
campus recreation center. As a result, the fee proposal was unanimously supported by

SGA.

Our advice to other campuses is that it takes time, research, discussions, and a lot of
persistence by students to pass a special use fee. As you can see from our process, it
took three years of data and numerous meetings between SGA leadership, CRC staff
and university administrators to get to a point where SGA could ask our students to
support a fee. We believe that since this process took three years, the students were
highly invested in the process which led to little resistance when the fee was brought
up for a vote.
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ATTACHMENT C
UNIVERSITY OF Office of the Vice President for Finance

LOUISVILLE.

It’s Happening Here.

January 20, 2012

Mr. Bill Payne

Senior Associate, Finance

Council on Postsecondary Education
1024 Capital Center Drive, Suite 320
Frankfort, KY 40601

Dear Bil:

In response to questions asked regarding the implementation of a Student Recreation Center fee,
the University of Louisville offers the following responses:

* From fee implementation to project completion, what are some major milestones and
anticipated completion dates for the project financed with Special Use Fee revenue?

Construction bids were received in December 2011 for site preparation work.

Planning for the relocation of existing student parking from the construction site to an
alternate location has begun.

“Special Inspections” bids are due January 31%, 2012.

Steel fabrication and erection bids are due January 31%, 2012.

Final construction documents are due for completion on February 7, 2012.

Final bid package, including the selection of a general contractor, will go out for bid on or
about February 10", 2012; Bid responses are to be received approximately 30 days later.
On-site construction activities are scheduled to begin approximately March 1%, 2012.
Final completion of the facility is scheduled for an August 1%, 2013 opening, which marks the
beginning of the fall semester and the students return to campus.

vV V

VVVYYV

vV V

*  Where is your campus in the process (i.e., where do you fall along the timeline)?

> Site preparation bid packages were received and review committee recommended
contractor for award.

> “Special Inspections” and steel fabrication and erection documents are developed; currently
out for bid.

» The remainder of architectural and construction documents are currently being developed.
> Project is on schedule at this point in time.

University of Louisville e Louisville, KY 40292
P: 502.852.6166 F:502.852.0685 W: louisville.edu
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Mr. Bill Payne
January 20, 2012

Page 2

Has your institution implemented the Special Use Fee?

Yes, the student recreation center fee was fully implemented beginning with the fall semester
2011. The fee is billed as a separate, stand-alone student fee not bundied with tuition.

To date, how much revenue has been raised by the fee?

The Student Recreation Center fee has generated a total of $1,015,044 for the fall 2011 and
spring 2012 terms.

What is the status of the building project?

» Have bonds been issued to finance the project?

Yes, the University of Louisville issued twenty-year General Receipts Bonds — Series 2011.

> If so, what was the date of issuance and amount?

The bonds were sold on August 8, 2011. The amount of the issue was $33,790,000. The interest
rate was a very attractive 3.63% (TIC).

> Are you in the planning or construction phase of the building project (i.e., Phase A -
planning, Phase B - design, or bid/construction phase)?

See responses above.

> What is the next major milestone for the project and when will it occur?

The next major milestone for the project is receiving bids on the “Special Inspections” and steel
fabrication and erection that are due on January 31%, 2012.
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Mr. Bill Payne
January 20, 2012

Page 3

What, if any, feedback has been received from students regarding implementation of the
Special Use Fee?

Generally, the students are pleased and excited about the construction of the new Student
Recreation Center. The University administration has maintained open and frequent
communication with Student Government Association (SGA) leadership all through this project.
Moreover, students were actively involved in meeting with the architects during the design
phase. Students are currently helping to identify preferred fitness and weight equipment for
the facility. A specific contact person, the Director of Intramural and Recreational Sports, was
assigned the task of handling all inquiries about the Student Recreation Center fee. The
information about whom to contact with questions was posted on the Bursar’s Office website.
To date, the Intramural Director has received less than 50 inquiries from students about the fee
during the first two semesters (fall 2011 and spring 2012) of implementation. The majority of
the questions received were about the purpose of the fee and only about ten of those students
expressed any displeasure with the fee.

What if any feedback has been received from faculty, staff, and administrators?

Similarly, the University’s faculty and staff are equally excited about this project. At this time we
have received only positive feedback about either the Student Recreation Center fee or the
construction of the facility from faculty, staff, or administrators. Some employees have asked
about the possibility of using the new facility once completed and what fee they would be
required to pay for that privilege. This issue remains to be worked-out.

In one page or less, please describe your campus’ experience in implementing a Special Use
Fee. What have been some of the positive aspects of your experience? Have there been any
negatives? What lessons have you learned that might help other institutions who are
contemplating a Special Use Fee?

Looking back, the most important lesson to the success of the project was to involve students
from the beginning. This was a student-lead initiative, so working directly with student
leadership helped bring the project from an idea to reality. Likewise it is important to be fully
transparent with students about all aspects of the project. That said, our experience thus far is
overwhelmingly positive. Also, the CPE President and senior staff were willing to meet with the
UofL student leaders early on in the process when they had only very general questions about
the process and how this fee could be implemented.

Given that the Student Recreation Center was a student initiative; the Student Government
Association did an excellent job generating student support for this project. We believe thisisa
major factor in the overall positive response we received from students. We also focused a
great deal of effort in communicating with our students. We created a dedicated website that
provides the history of the project, pictures, an explanation of the Student Recreation Center
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Mr. Bill Payne
January 20, 2012
Page 4

Fee, and other pertinent information (http://www.louisville.edu/reccenter). Similarly, this
information was posted on the main University webpage so the entire University community
could be informed. We also posted information about the facility, schematics and detailed pians
in high student traffic areas so they could see what was being proposed. Identifying one specific
individual to answer students’ questions was beneficial as it provided direct access to someone
who was most knowledgeable and could address their specific questions.

Additionally, in an attempt to provide students with a benefit for paying the Student Recreation
fee before the Student Recreation Center is open, we are providing a six-month membership for
each semester students pay the fee before the building opens. This will be effective
immediately after they graduate. Since many of our students remain in the Louisville area after
they graduate, this has been very well received.

Sincerely,

Vice President for Finance

cc: President James R. Ramsey
Executive Vice President and Provost Shirley Willihnganz
Vice President Tom Jjackson

G:\CPE\Ad Hoc Requests\CPE Special Use Fee Information Request January 2012.docx
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ATTACHMENT D

WESTERN KENTUCKY UNIVERSITY
Special Use Fee Implementation

Fall 2011

1. From fee implementation to project completion, what are some major milestones and
anticipated completion dates for the project financed with Special Use Fee revenue?

The Downing University Center project will involve many unique challenges and
major milestones due to renovating an existing facility, relocation of significant
campus services, and the importance of the facility to campus. Major milestones
and anticipated completion dates are included below:

Mar 2012: Bid Package #1 (Utility Relocation) and #2 (Partial Interior Demolition)
awarded.

Mar 2012-Aug 2012: Staggering the relocation of offices, the bookstore, and the
creation of dining alternatives for students. Garrett Conference Center will serve
as a temporary location for many of these services.

Mar 2012: Construction starts on DUC project (with Bid Packages #1 and #2).

Apr 2012: Bid Package #3 (Renovation and Addition) awarded.

May 2012: Construction complete on Bid Package #2 and construction starts on
Bid Package #3.

Aug 2012: Bookstore and dining alternatives completed for students for fall
2012 open.

Jul 2014: Substantial Project Completion

2. Where is your campus in the process (i.e., where do you fall along the timeline)?

a.
b.

Has your institution implemented the Special Use Fee?
To date, how much revenue has been raised by the fee?

WKU implemented the Downing University Center Special Use Fee during fall
2011. Revenues posted for fall semester totaled $1,099,322.

3. What is the status of the building project?

a.

Have bonds been issued to finance the project? If so, what was the date of
issuance and amount?

We expect to sell our first bonds during May 2012 for $33,500,000. The balance
(or $16,500,000) should be sold sometime during 2013.

b. Are you in the planning or construction phase of the building project (i.e.,

Phase A - planning, Phase B - design, or bid/construction phase)?
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We have completed our Phase-A planning. We are currently in Phase-B or the
design, development and bidding phase of this project.

What is the next major milestone for the project and when will it occur?

Feb 2012 - final documents should be completed and released for bid on Bid
Packages #1 and #2.

4. What if any feedback has been received from students regarding implementation of

the Special Use Fee?

Student support has always been an important aspect of this project. The
feedback that we have received on renovation of Downing University Center and
the related student fee has been positive. The renovation, particularly because
of the need, was strongly supported by SGA and various student organizations
across campus. Students realize that we are maximizing the use of their student
dollars through this project while at the same time minimizing their
inconvenience.

5. What if any feedback has been received from faculty, staff, and administrators?

6.

The project has received universal institutional support.

In one page or less, please describe your campus’ experience in implementing a
Special Use Fee. What have been some of the positive aspects of your experience?
Have there been any negatives? What lessons have you learned that might help other
institutions who are contemplating a Special Use Fee?

WKU has learned that student engagement from the beginning of this project
has been of great assistance, as well as being a leadership experience for student
organizations. The project has given the general student body an opportunity to
be involved in the programmatic renovation of one of the most used campus
buildings. The project created real-life outside the classroom learning
opportunities for students.

Students, administration, staff, architect, engineers, and construction managers
were engaged in group planning form the beginning of this project. The
extensive participation from various constituents dramatically changed the
project and will improve the benefit and long-term use of the facility for WKU’s
campus into the future.

One negative with this project is that consensus building has been time
consuming and could have delayed the final outcome of this project. Because of
this negative, we would recommend that campuses start proposals early and
include necessary time to build institutional consensus from all special interest
groups.
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Council on Postsecondary Education
February 10, 2012

Kentucky State University
Interior Renovation of Atwood Research Building

ACTION: The staff recommends that the Council approve the request of Kentucky
State University to renovate the interior of the Atwood Research Building with
$2,000,000 of Land Grant Program funds (USDA). The project scope is
$2,000,000.

Kentucky State University proposes an interior renovation of the Atwood Research Building
using $2,000,000 of funds from the federal land grant program. The expenditure of the
funds is permitted per federal regulation, NARETPA § 1445(a)(3), which specifically allows
research formula funds to be used for the construction and repair of buildings necessary for
conducting agricultural research. The project scope is $2,000,000. The project was
approved by the Kentucky State University Board of Regents at its January 27, 2012, meeting.

Atwood Research Building is located on the Kentucky State University main campus at 400
East Main Street in Frankfort, Kentucky, and is the university’s primary biological research
facility. The renovation will replace the obsolete and inefficient heating, ventilating, and
cooling system which has exceeded its functional life and is now experiencing significant
problems. The project will repair and redesign the interior spaces to better match the current
needs of the biology department. Approximately 10,000 of 26,585 total square feet will be
addressed in the renovation. The project is scheduled to be completed by summer 2013.

The Council has the statutory responsibility to review and approve postsecondary education
capital projects costing $600,000 or more and equipment items costing $200,000 or more,
regardless of fund source, that have been approved by an institution’s governing board.
Since the estimated cost of this project exceeds the threshold, the Council and the Capital
Projects and Bond Oversight Committee must approve the project before it is initiated.
During the interim, capital projects are evaluated under KRS 45.760 (5), (7) and KRS
45.763. The project meets the requirement of KRS 45.760 (5), (7) that the source of funds
be atf least 50 percent federal or private.
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The project requires interim authorization because the federal funds were made available
after the 2010-12 biennial budget was enacted. Authorization of the project at this point will
allow the university to properly design the project, complete the project bid process, award a
contract, and complete the work by summer 2013. The project will result in improvements to
state-owned property with ownership of the improvements to accrue to the university upon
completion.

Kentucky State University confirms that the project will be completed with land grant (federal)
funds. According to the university, permission was granted from the USDA based on the
following regulation, “NARETPA § 1445(a)(3) specifically allowing research formula funds to
be used for the construction and repair of buildings necessary for conducting agricultural
research.” The project will not result in additional requests from the General Fund for
maintenance and operating funds.

The project meets the requirement of KRS 45.760(7) that the source of funds be at least 50
percent federal or private. The university does not anticipate debt financing any portion of
this project, thus, the provisions of KRS 45.763 do not apply. Kentucky State University will
implement the project through the Finance and Administration Cabinet, Facilities and Support
Services and Engineering and Contract Administration.

Following Council action, staff will forward the Council's recommendation to the president of
Kentucky State University, the secretary of the Finance and Administration Cabinet, and the
Capital Projects and Bond Oversight Committee.

Staff preparation by Sherron Jackson
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Council on Postsecondary Education
February 10, 2012

University of Kentucky
Construct UK/Nicholasville Road Flood Mitigation

ACTION: The staff recommends that the Council approve the request of the
University of Kentucky to construct the UK/Nicholasville Road flood mitigation
project with $6,012,000 of grant funds from the Federal Emergency Management
Agency (FEMA) and the in-kind value $2,004,000 of 3.6 acres of UK property
designated for the project by the university. The project scope is $8,016,000.

The University of Kentucky proposes to construct the UK/Nicholasville Road flood mitigation
project using $6,012,000 of grant funds from the Federal Emergency Management Agency
(FEMA) and the in-kind value $2,004,000 of 3.6 acres of UK property designated for the
project by the university. The project scope is $8,016,000. The University of Kentucky Board
of Trustees approved the project at its December 13, 2011, meeting.

The University of Kentucky recently undertook a Storm Water Model study of approximately
39,000 feet of conduits and open channels in the Town Branch and Wolf Run watersheds on
campus. This model study was used as the basis for a FEMA grant application, which the
university was successful in obtaining. The project is scheduled to be completed by spring

2013.

The project will construct three separate improvements to provide 100 year storm (and lesser
storm) mitigation for roadway overtops and pedestrian safety including:

e Upgrade existing culvert at the upstream side of Nicholasville Road.

e Remove and replace portions of impervious pavements at Commonwealth Stadium
with pervious pavements.

e Excavate the area between Alumni Drive and Shawneetown Drive for additional storm
water detention. This will include permanent removal of Shawneetown Drive and
relocation of existing utilities. The flood mitigation work will be located on and
adjacent to the university’s main campus.

The Council has the statutory responsibility to review and approve postsecondary education
capital projects costing $600,000 or more and equipment items costing $200,000 or more,
regardless of fund source, that have been approved by an institution’s governing board.
Since the estimated cost of this project exceeds the threshold, the Council and the Capital
Projects and Bond Oversight Committee must approve the project before it is initiated.
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During the interim, capital projects are evaluated under KRS 45.760 (5), (7) and KRS
45.763. The project meets the requirement of KRS 45.760 (5), (7) that the source of funds
be at least 50 percent federal or private.

The project requires interim authorization because the federal funds have all come forward
after the 2010-12 biennial budget was enacted. An authorization allows the university to
properly design the project, complete the bid process, award a contract, and complete the
work by spring 2013. The project will result in improvements to state-owned property with
ownership of the improvements to accrue to the university upon completion.

The University of Kentucky confirms that funding for the project comes from a combination of
a federal grant and the value of the property that will host the flood mitigation project. The
project will not result in additional requests from the General Fund for maintenance and
operating funds.

The project meets the requirement of KRS 45.760(7) that the source of funds be at least 50
percent federal or private. The university does not anticipate debt financing any portion of
this project, thus, the provisions of KRS 45.763 do not apply. The University of Kentucky’s
Capital Project Management Division will implement the project.

Following Council action, staff will forward the Council's recommendation to the president of
the University of Kentucky, the secretary of the Finance and Administration Cabinet, and the
Capital Projects and Bond Oversight Committee.

Staff preparation by Sherron Jackson
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Council on Postsecondary Education
February 10, 2012

University of Kentucky
Renovate/Upgrade Softball Complex

ACTION: The staff recommends that the Council approve the request of the
University of Kentucky to renovate/upgrade the Softball Complex with $7,500,000
of private funds from the university’s Department of Athletics. The project scope is
$7,500,000.

The University of Kentucky proposes to renovate/upgrade the Softball Complex project using
$7,500,000 of funds from the university’s Department of Athletics. The project scope is
$7,500,000. The University of Kentucky Board of Trustees approved the project at its
December 13, 2011, meeting.

The University of Kentucky Athletics facility plan calls for the softball facilities to be renovated,
including the locker, shower, restroom, and lounge facilities. The proposed project will
include the following related renovations and upgrades: the locker area for umpires; team
equipment storage; additional seating along both lines; new press box which may have the
ability to service the soccer field as well as the softball field; and other amenities as deemed
feasible. The softball fields are not included in this renovation project.

The project will allow the university to host the 2013 Southeastern Conference (SEC) Softball
Tournament as requested by the Southeastern Conference. With the improvements, the
softball complex will meet all requirements of the conference. The project is scheduled to be
completed by spring 2013.

The Council has the statutory responsibility to review and approve postsecondary education
capital projects costing $600,000 or more and equipment items costing $200,000 or more,
regardless of fund source, that have been approved by an institution’s governing board.
Since the estimated cost of this project exceeds the threshold, the Council and the Capital
Projects and Bond Oversight Committee must approve the project before it is initiated.
During the interim, capital projects are evaluated under KRS 45.760 (5), (7) and KRS
45.763. The project meets the requirement of KRS 45.760 (5), (7) that the source of funds
be at least 50 percent federal or private.
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The project requires interim authorization because the project and funds have all come
forward after the 2010-12 biennial budget was enacted. Therefore, authorization is needed
to allow the university to properly design the project, complete the project bid process, award
a contract, and complete the work by spring 2013. The project will result in improvements to
state-owned property with ownership of the improvements to accrue to the university upon
completion.

The University of Kentucky confirms that the private funds come from the university’s athletics
program. The project will not result in additional requests from the General Fund for
maintenance and operating funds.

The project meets the requirement of KRS 45.760(7) that the source of funds be at least 50
percent federal or private. The university does not anticipate debt financing any portion of
this project, thus, the provisions of KRS 45.763 do not apply. The University of Kentucky's
Capital Project Management Division will implement the project.

Following Council action, staff will forward the Council's recommendation to the president of
the University of Kentucky, the secretary of the Finance and Administration Cabinet, and the
Capital Projects and Bond Oversight Committee.

Staff preparation by Sherron Jackson
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Council on Postsecondary Education
February 10, 2012

University of Kentucky
Ph.D. in Clinical and Translational Science

ACTION: The staff recommends that the Council approve the proposed Ph.D.
program in Clinical and Translational Science (CIP 51.1401- Medical Scientist) at
the University of Kentucky.

The Ph.D. in Clinical and Translational Science (CTS) program is designed to improve the
health of the citizens of Kentucky and the nation by training professionals with terminal
professional health care degrees to conduct clinical and translational science research. CTS is
an academic discipline that focuses on acceleration of the translation of basic science
advances to tangible improvements in public health.

The program includes a curriculum providing education in: (1) the core competencies of CTS;
(2) advanced interdisciplinary education and research training tailored to the research
interests and career objectives of individual students; and (3) mentored research training.

1. All entering scholars will complete a common 12-credit curriculum to establish core
competencies in CTS. The core curriculum is designed to establish knowledge-based and
skill-based competencies in communication; professionalism; critical thinking and
synthesis of knowledge, planning, management, and assessment; and leadership in five
areas: (1) CTS methods and technologies, (2) scientific knowledge, (3) measurement and
statistics, (4) research integrity (research ethics and responsible conduct of research), and
(5) collaboration and team building. These competencies are required of all CTS
scholars, regardless of level of training or academic concentration.

2. Students also take a minimum of six credit hours of tailored coursework developed in
consultation with the major professor and advisory committee. The tailored curriculum
will be designed to provide training needed for the scholar to lead interdisciplinary CTS
research teams and/or sustain independent research programs that promote innovation
and new discovery. The curriculum will also provide advanced interdisciplinary training to
support the development of research skills and expertise tailored to the interests and
career trajectory of the individual scholar.
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3. The mentored research training will allow scholars to create well-reasoned original
research confributions to the discovery of clinical health knowledge and its application.
The goal of this research is to facilitate the translation of discovery into improved patient
care and delivery of evidence-based health care to the Commonwealth of Kentucky and
to the nation.

The University of Kentucky has significant strength in its existing health-related graduate
programs and associated curricula addressing key academic content areas of relevance to

clinical and translational science (e.g., Nursing, Pharmacy Practice and Science, Health
Sciences, Rehabilitation Sciences, and Epidemiology and Biostatistics).

Staff preparation by Melissa Bell
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Eastern Kentucky University
M.A. in Mathematics

ACTION: The staff recommends that the Council approve the M.A. in Mathematics
(CIP 27.0101 — Mathematics, General) proposed by Eastern Kentucky University.

Eastern Kentucky University proposes a master’s degree program in mathematics that is
designed for certified high school teachers who wish to broaden their knowledge of the
mathematics related to the field in which they teach. The program will also provide the
necessary mathematical content for certified teachers to teach dual-credit courses at the
secondary level, instruct at a postsecondary institution, or serve as a Mathematics Specialist.

The proposed degree contains two options: Secondary Mathematics and Mathematics
Specialist. The first option, Secondary Mathematics, includes 18 graduate hours of
mathematics content, nine hours of mathematics application, and three hours for the
graduate thesis. The second option, Mathematics Specialist, includes 12 hours of
mathematics content, nine hours of mathematics application, six hours of electives, and three
hours for the graduate thesis.

Most universities, including EKU, offer an M.S. in Mathematics program that prepares
mathematicians for additional graduate studies in pure or applied mathematics. For certified
mathematics teachers, universities offer an M.A.Ed., which requires both math and education
courses. Due to recent changes in the Education Professional Standards Board standards, the
M.A.Ed. does not include 18 graduate hours of mathematics content courses, typically a
requirement to teach college-level math. An M.A. in Mathematics will appeal to students who
are not interested in an M.S. or who need at least 18 graduate hours in math.

The faculty members who have created this program have done so in coordination with local
school districts, as part of an integrated approach to solve the region’s difficulties in STEM+H
areas. Because this degree targets secondary school teachers, EKU believes this is one prong
in an integrated approach to strengthening math skills in the region and encouraging high
school students to pursue math or STEM+H fields when they enter the university.

Staff preparation by Melissa Bell
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2012 Legislative Session Update

A report on actions related to postsecondary education resulting from the 2012 legislative
session will be available at the February 10 meeting. The Council staff will be available
for discussion.

Staff preparation by Tammie Clements
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2012-14 Executive Budget Recommendation Summary

Fiscal Environment

On Tuesday, January 17, 2012, Governor Beshear released his 2012-14 Executive
Budget recommendation.

The Executive Budget includes no revenue from new taxes or expanded gaming.

The Executive Budget proposes cuts to most state agencies of 8.4 percent in FY 13 and
straight-lined budgets in FY 14. Most agencies have experienced cuts of 25 to 30
percent over the last two years.

Some priority areas were increased (state employee retirement and health insurance,
Corrections, Medicaid, Pre-school) or exempted from cuts (SEEK, Student Financial Aid,
Veterans’ Affairs). Some areas received a smaller reduction than the 8.4 percent (K-12
Non-SEEK, Education and Workforce, Justice and Public Safety, Postsecondary
Education).

See Attachment A for additional details from the Executive Budget Briefing.

Institution Operations

The Executive Budget for 2012-14 recommends a 6.4 percent General Fund reduction in
FY 13 and a straight-lined budget in FY 14,
0 $18.9 million that was transferred from FY 12 to FY 11 was restored to the
institutions” base before the 6.4 percent reduction was applied. (The decrease from
the FY 12 revised budget to the recommended FY 13 institutions’ budget is 4.5
percent.)
0 Technical adjustments were made for debt service, the UoflL hospital contract, and
UK/EKU/KCTCS Physical Therapy program funding.
See Attachment B for details by institution.

Capital Investments

The Executive Budget includes General Fund debt service for $25 million in asset
preservation/renovation.

The Executive Budget includes one state supported capital project at Murray State
University.

The recommendation allows the institutions to fund $451 million in capital projects with
agency bonds.

See Attachment C for details by institution.
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CPE Agency Funds (Statewide Coordination and Statewide Educational Programs and
Services)

* The Executive Budget recommendation maintains funding (including tuition increases) for
164 veterinary spaces and 44 Optometry Spaces in the Contract Spaces Program.

» The Executive Budget proposes an 8.4 percent reduction to all other areas of CPE’s
Agency Budget in FY13 and straight-lines the budget in FY 14.

» Debt service of $629,000 in FY 13 and $1,887,000 in FY 14 is included in the Physical
Facilities Trust Fund to support $25 million for postsecondary education asset
preservation/renovation capital projects.

» The Executive Budget recommendation includes $1,558,500 in both FY 13 and FY 14 to
support SB 1 (2009) implementation.

Financial Aid

* The Executive Budget dedicates 100 percent of the value of the lottery revenues for
student financial aid.

* The recommendation fully funds the KEES program at $101.7 million in FY 13 and
$102.5 million in FY 14,

» The Executive Budget funds Kentucky’s need-based financial aid program, the College
Access Program (CAP), at $58.9 million in both FY 13 and FY 14. (Funding in FY12 is
$60.6 million.)

» The Kentucky Tuition Grant (KTG), need-based aid specifically for students who attend
independent colleges and universities, is funded at $31.6 million in both FY 13 and FY
14. (Funding in FY 12 is $32.5 million.)

Staff preparation by John Hayek, Sherron Jackson, Bill Payne, and Shaun McKiernan
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ATTACHMENT A

Executive Branch Budget
FY 2012 - 2014

Governor Steven L. Beshear
January 17, 2012

Governor’s Goals

Improve job competitiveness

Protect education funding

Make progress in early childhood education
Provide healthcare for most vulnerable
Protect the public’s safety

Make fiscally responsible and critical investments
for the future

Run a lean and efficient government
Reduce reliance on one-time funds

O0O00000

O 0
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Budget Challenges

O Increasing, but modest revenues

O One-time funds supporting spending levels
not available

® Stimulus funds

B Funds from prior years

m Deferred payroll

B Non-recurring balancing measures

Increasing costs to maintain same services

Cumulative impact of five consecutive years
of budget cuts

O O

Modest Revenue Growth Predicted

(millions and percent change from prior fiscal year)

$10,000

3.0%

$9,500 -
$9,000 -
$8,500 -
$8,000 -
$7,500 -
$7,000 -
$6,500 -
$6,000 -
$5,500 -

$5,000 -
FY 05 FY 06 FY 07 FY 08 FY 09 FY 10 FY 11 FY 12 FY 13 FY 14
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Balanced Budget FY 12 - 14

Biennial Total
gmillions!

Official Revenue Estimate 18,721

$
Base Level of Spending (FY 11 & 12) $ 18,648
Additional Required and Recommended Spending $ 815
Total Recommended Spending $ 19,463
Gap Between Revenues and Spending $ (742)

Measures to Fill the Gap

Cuts $ 286
Fund Transfers $ 245
Use of the Budget Reserve Trust Fund $ 102
Tax Amnesty and Enhanced Compliance $ 61
Other Resources and Lapses $ 29
Beginning Balance $ 20
Total Budget Balancing Measures $ 742

Sources of Funds

[0 No New Taxes

O No Expanded Gaming Revenues

0 Modest Revenue Growth

O Tax Amnesty and Enhanced Compliance
O Fund Transfers

[0 Budget Reserve Trust Fund
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Additional Revenue Collections from
Existing Taxes

O Tax Amnesty and Enhanced Compliance
Program

B Revenue collection incentives and enhanced
compliance initiatives

B $59 million FY 13  $2 million FY 14 (Net Impact)
0 Abandoned Property Program

B Extend pilot program in Jefferson County and other
appropriate areas

B Liabilities turned into assets for communities
B $7 million FY 13 $10 million FY 14

Targeted Spending to Protect Priorities

[0 Most agencies reduced 8.4% in